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REPORT 


[To accompany H.R. 804] 












The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 804) to authorize the Secretary of the Interior 
to construct, operate, and maintain the Spokane Valley Federal recla- 
mation project, Washington and Idaho, and tor other purposes, having 
considered the same, report favorably thereon with an amendment 
and recommend that the bill as amended do pass. 

The amendment is as follows: 

Page 2, line 20, strike out the first sentence of section 3 and insert 
in lieu thereof the following: 


There is hereby authorized to be appropriated for construc- 
tion of the Spokane Valley project the sum of $5,100,000 
plus or minus such amounts, if any, as may be justified by 
reason of ordinary fluctuations in the costs of construction as 
indicated by engineering cost indexes applicable to the type 
of construction involved herein. 



















PURPOSE 











The purpose of H.R. 804, introduced by Mr. Horan, is to authorize 
the Secretary of the Interior to construct, operate, and maintain the 
Spokane Valley Federal reclamation project, Washington and Idaho. 
The proposed Spokane Valley project is a single-purpose irrigation 
development. 








NEED 





This proposed development would replace an existing water supply 
that is obtained by gravity diversion from the Spokane River. The 
existing gravity system is deteriorating rapidly and in need of major 
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rehabilitation. A section of the main canal is in danger of failure 
because of its precarious location on a steep alluvial bank above the 
river and several flumes in the main canal are almost beyond use. 
One branch of the canal recently washed out and complete failure is 
imminent. Water supplies to project lands could be cut off at any 
time. It has been determined that a new system for pumping from 
the underground reservoir would better meet the needs of the area 
than replacement of the gravity system. 


PROJECT AREA 


The Spokane Valley project lands, consisting of 10,290 acres, are 
located along the Spokane River just east of Spokane, Wash., with a 
small portion, 197 acres, across the State line in Idaho. There are 
8,370 acres that are presently irrigated and 1,920 acres that are now 
dry. The Washington lands are within seven organized irrigation 
districts and the small area in Idaho is served by the Spokane Valley 
Farms Co. 

No material change in the agricultural economy of the area is 
expected under project development. It is anticipated that the 
economy of the area under project operation will continue to range 
from general farming on full-time farms to production of specialized 
crops on part-time farms and suburban-type homesites. Crops 
grown are primarily small grains, peas and beans, alfalfa, irrigated 
pastures, tree fruit, and truck and specialty crops. The general 
crops are grown on the larger size farms while the smaller farms and 
the suburban-type holdings produce the tree fruits and truck and 
specialty crops. 


About two-thirds of the project area and more than 98 percent of the 
ownerships are in plots less than 30 acres in size. ‘There are four 
holdings in excess of 160 acres, to which the recordable contract 
procedure prescribed by the Federal reclamation laws will be 
applicable. 


PLAN OF DEVELOPMENT 


The plan of development proposed would provide a full water 
supply to the 10,290 acres by pumping from ground water of which 
there is an adequate supply. This development would replace the 
existing diversion from the Spokane River. A new pressure pipe 
distribution system would be constructed and would provide for 
sprinkler irrigation. The major facilities would include wells, pumps, 
steel tank regulating reservoirs, and pipe distribution systems. 

Electric power for project pumping would be supplied by the Wash- 
ington Water Power Co. under terms of an agreement which takes into 
consideration the benefits to the company resulting from increased 
power generation at the company’s plants from use of the irrigators’ 
river water rights. 

It is anticipated that, in the interest of efficiency and economy, & 
central organization covering all of the lands served by the project 
in Washington, and perhaps those in Idaho as well, will be formed for 
the purposes of contract negotiation, repayment, and overall project 
operation. 
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FINANCIAL AND ECONOMIC ASPECTS 






The estimated cost of the Spokane Valley project is $5,100,000, all 
of which is allocated to irrigation and is reimbursable. The bill pro- 
vides that the total amount shall be repaid by the water users over a 
period of 50 years excluding any development period which may be 
required. The new lands probably will require a development period. 

Because such a large percentage of the area is in part-time farms 
and suburban-type homesites, it is difficult to determine repayment 
ability. Repayment willingness, therefore, is an important factor in 
determining the repayment potential. The Interior Department takes 
the position that it would not impose an undue burden on the water 
users to require full repayment of all costs over a period of 50 years. 
It seemed to the committee also that full repayment could be accom- 
plished in 50 years and it therefore rejected the proposal of representa- 
tives of the water users that the amount to be repaid be reduced. 
The principal justification offered for this proposal was that it was 
questionable whether the districts would accept a contract requiring 
full repayment. 

During its consideration of project repayment, the committee also 
discussed the matter of development periods generally. In this 
connection, the committee wants to make clear its position that a 
development period should be given only in those instances where it is 
required and justified and that the general authority to allow such a 
period should not be used to provide a moratorium on payments or to 
extend the repayment period. 

The Spokane Valley project is a good project from an economic 
standpoint. The evaluated annual benefits exceed the estimated 
annual costs by a ratio of 1.87 to 1. 
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SUPPORT FOR THE PROJECT 






The Spokene Valley project has the unanimous support of the local 
people. The local districts contributed funds to aid in financing the 
investigations. The project has the endorsement and approval of the 
State of Washington and no objections to it were raised by any of the 
Federal agencies reviewing the project report. 

The project feasibility report of the Department was submitted 
to Congress on May 9, 1958, and has been printed as House Document 
No. 352 of the 85th Congress. The Secretary of the Interior recom- 
mends, both in the project report and in the report on the legislation, 
that the Spokane Valley project be authorized and constructed. 









COMMITTEE’S CONCLUSIONS AND RECOMMENDATION 











On the basis of its consideration and examination of the Spokane 
Valley project, the committee finds this proposed development to be 
physically and economically feasible and urgently needed to prevent 
economic disaster in the project area. This is a good project from 
both an economic and financial standpoint and the full cost would be 
repaid in 50 years without power or other assistance. The Committee 
on Interior and Insular Affairs recommends enactment of H.R. 804, 
as amended. 
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DEPARTMENT'S REPORT 


The report of the Department of the Interior on H.R. 804, recom- 
mending its enactment, follows 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., March 16, 1959. 
Hon. Wayne N. ASPINALL, 
Chairman. Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 


Dear Mr. AspInatt: A report has been requested from this 
Department on H.R. 804, a bill to authorize the Secretary of the 
Interior to construct, operate and maintain the Spokane Valley 
Federal reclamation project, Washington and Idaho, and for other 
purposes. 

We recommend that the bill be enacted. 

The Spokane Valley project lands are located along the Spokane 
River just east of Spokane, Wash., with a small portion, 197 acres, 
across the State line in Idaho. This is wholly an irrigation project, 
and consists of 10,290 acres of land of which 8,370 acres are presently 
irrigated and 1,920 acres are now dry. The lands are contained in 
seven irrigation districts in Washington and the small area in Idaho 
which is served by the Spokane Valley Farms Co. It is anticipated 
that the economy of the area under project development will range 
primarily from general farming on full-time farms to the production 
of specialized crops on part-time farms and suburban-type homesites. 

The proposed plan of development provides for serving the project 
area by pumping from ground water, of which there is an adequate 


supply. This would replace the existing water r supply that is obtained 


by gravity diversion from the Spokane River. New pressure pipe 
distribution systems would be constructed and would provide for 
sprinkler irrigation. Major facilities would include wells, pumps, steel 
tank regulating reservoirs, and pipe distribution systems. 

The existing gravity water system is deteriorated and in need of a 
major rehabilitation. A section of the main canal, which is a joint 
facility of all the districts, is in danger of being lost because of its 
precarious location on a steep alluvial bank above the river and several 
flumes in the main canal are urgently in need of replacement. 

The project has engineering feasibility and is economically justified. 
The estimated construction cost is $5,100,000 in terms of January 1959 
prices. The entire cost is allocable to irrigation and is reimbursable 
under the bill over a 50-year period. 

Our studies indicate that a combination of an acreage charge ($11 
per acre) and a service charge ($15 per turnout), as heretofore con- 
templated in our project planning report (H. Doc. 352, 85th Cong.) 
under the somewhat lower construction cost estimate of $4,280,000 
(1955 prices) would repay about 85 percent of the $5,100,000 in this 
period and would, in addition, permit those a with existing 
indebtedness to provide necessary funds to retire their outstanding 
bonds. Increased revenues could be obtained by an increase in the 
individual service charge, an increase in the number of turnouts, or a 
combination of both, whichever may be agreed upon with the local 
water users. 
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A great many of the individual landholdings involved are in small 
tracts of 5 acres or less. Repayment ability as determined by con- 
ventional agricultural income methods is less significant than usual 
in this situation because repayment capacity is derived partially 
from off-farm income. It is our view that, considering the suburban 
nature of the large number of holdings in the project bod it would 
not impose an undue burden on the water users to require full repay- 
ment of all costs involved over a period of 50 years. 

It is suggested that the limit on appropriations provided in sec- 
tion 3 be raised to $5,100,000 to reflect current construction cost price 
levels. Since this cost may change still more prior to completion of 
construction, it may be that the actual costs of construction will be 
such as to require significantly greater annual payments for payout 
in 50 years than those presented above and will exceed the amounts 
that the irrigators Sola be willing to undertake. If this happens, 
the project would not appear feasible from a repayment standpoint 
unless the Congress provided for a repayment period in excess of the 
50-year period provided in H.R. 804. 

Our planning report on the Spokane Valley project, which has 
been reviewed by the States of the Columbia River Basin and inter- 
ested Federal agencies, was submitted to the Congress on March 12, 
1958. Enactment of H.R. 804, amended as suggested in this report, 
would provide authority for carrying out the development of this 
project as outlined above. 

As is noted above, the-lands to be served by the project are in seven 
relatively small irrigation districts in Washington and one small area 
in Idaho which is now served by the Spokane Valley Farms Co. We 
are hopeful that, in the interest of efficiency and economy, the seven 
districts, in the State of Washington would amalgamate into a single 
entity for purposes of contract negotiation, repayment, and project 
operation, thereby precluding the necessity for working out contract- 
ing arrangements and other matters incident to the construction and 
operation of the project with each individual district. 

In response to Public Law 801, 84th Congress, it can be said that it 
is contemplated that construction of this project will be accomplished 
with existing Federal personnel by transfer from other projects and 
that no additional man-years of civilian employment or additional 
expenditures for personal services will be required. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDARL, 
Assistant Secretary of the Interior, 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., March 20, 1959. 

Hon. Wayne N. AspINnALu, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. Asprinatu: This refers to, and supplements, our report 
to your committee dated March 16, 1959, on H.R. 804, a bill to 
authorize the Secretary of the Interior to construct, operate, and 
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maintain the Spokane Valley Federal reclamation project, Washington 
and Idaho, and for other purposes. 

There is enclosed a copy of a letter to this Department from the 
Bureau of the Budget with respect to the bill which that Bureau has 
requested we furnish your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


EXEcuTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupGeET, 
Washington, D.C., March 16, 1959. 
The Honorable the Secretary OF THE INTERIOR. 

My Dear Mr. Secretary: This is in reply to Assistant Secretary 
Aandahl’s letters of March 13, 1959, transmitting copies of proposed 
reports to the Senate and House Interior and Insular Affairs Com- 
mittees with respect to S. 994 and H.R. 804, bills, to authorize the 
Secretary of the Interior to construct, operate, and maintain the 
Spokane Valley Federal reclamation project, Washington and Idaho, 
and for other purposes. 

The two bills differ substantially with respect to the provisions 
governing repayment of costs. H.R. 804 would require the water 
users to repay all the costs of construction, currently estimated at 
$5,100,000, within a 50-year period. S. 994 would require water users 
to repay not less than $3,700,000 of the costs within a 50-year period, 
with the remaining costs to be repaid from net power revenues of the 
Bonneville Power Administration. 

Your proposed report on S. 994 indicates that it would not impose 
an undue burden on the water users to require full repayment of all 
the construction costs over a 50-year period, and suggests amend- 
ment of S. 994 to conform with the provisions of H.R. 804 with 
respect to the amount to be repaid by the water users. The Bureau 
of the Budget concurs with your views in this regard and would 
recommend against the enactment of S. 994 unless amended to 
require full repayment of the Federal costs by the water users. 

Accordingly, there would be no objection to the submission of your 
proposed reports to the committees. It is requested that a copy of 
this letter accompany your reports. 

Sincerely yours, 
Puiuie S. Huaues, 
Assistant Director for Legislative Reference. 


O 
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Mr. Wiut1s, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H.R, 2739] 


The Committee on the Judiciary, to whom was referred the bill 
(H.R. 2739) to fix the fees payable to the Patent Office, and for uther 
purposes, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE AND LEGISLATIVE HISTORY 


The purpose of the bill is to increase some of the fees payable to the 
Patent Office by applicants for patents and for the registration of 
trademarks and by others having business with that Office. The bill 
also rewrites section 31 of the Trademark Act of 1946, and arranges 
the different fees in separately numbered paragraphs paralleling the 
corresponding section of the patent statute. 

Similar bills were considered and reported by the Committee on the 
Judiciary in both the 84th Congress and the 85th Congress. H.R. 
7416, a substitute for H.R. 4983 on which hearings were held June 3 
and 17, 1955, was reported on July 18, 1955 (H. Rept. 1201, 84th 
Cong.); H.R. 7151, after hearings on June 20, 1957, was reported on 
August 1, 1957 (H. Rept. 963, 85th Cong.). Hearings were held on 
the present bill on May 4, 1959. It differs from H.R. 7151 of the 
85th Congress in two particulars; first, in section 3 an appeal fee item 
has been omitted as Public Law 85-609, approved August 8, 1958 
(72 Stat. 540) abolished the particular appeal and the corresponding 
fee item; second, in section 1, items 1, 2, and 4, there is a charge for 
each claim in excess of 5, this figure was 10 in H.R. 7151, as reported, 
although it was 5 in H.R. 7416, as reported. 
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STATEMENT 


The proposed increase in the fees is believed by the committee to 
be appropriate in view of the fact that there has been no upward 
adjustment of major patent fees of the Patent Office since 1932, 
despite steadily rising costs. During the last 3 completed fiscal years, 
1956, 1957, and 1958, the annual expenses of the Patent Office aver- 
aged $16,837,000 per year. During this same period, 1956-58, the 
average annual income of the Patent Office from fees and charges 
was $6,772,000. This amount was equal to 40 percent of its expenses. 

The budget for the current fiscal year, 1959, is $20.8 million which 
includes about $1.5 million for Pay Act costs resulting from the last 
general salary legislation in June 1958. It provides for only a limited 
approach to bringing the work of the Patent Office up to date. The 
receipts for this year will be about $7.2 million, or 35 percent of 
the expenses. 

In contrast, there may be mentioned the expenses and income of 
the Patent Office during the prewar period. During the 1930’s the 
expenses of the Patent Office averaged $4,535,000 per year and the 
income averaged $4,269,000 per year. In other words, the income 
was 94 percent of the expenses. 

While major patent fees have not changed since 1932, the expenses 
of the Patent Office nonetheless have increased considerably, partic- 
ularly during the last 10 yeats. During the 1930’s the expenses, as 
noted above, averaged approximately $4% million per year. Since 
that time, however, expenses have risen to nearly $17 million per 
year, for 1956-58, which was nearly four times the average during the 
1930’s and are now substantially greater in view of the current pro- 
gram to eliminate the backlog of work. This increase has been due 
to several factors, the primary ones being the successive increases in 
salary costs and the increases in printing costs. About 80 percent of 
the Patent Office expenditures goes toward the salaries of its em- 
ployees and related payments for employee life insurance and retire- 
ment. The average salary of about $6,900 paid by the Patent Office 
today is about 165 percent higher than the $2,600 average during the 
1930’s. This increase, in major part, has come about as the result of 
statutory enactments increasing the salary scales of Government 
employees which have taken place in 1945, 1946, 1948, 1949, 1951, 
1955, and most recently by the Pay Act of June 1958. The increase 
was also due, in part, to changes in employee-position structure, 
consistent with civil service regulation, and reflects the effect of im- 
proved promotional opportunities for professional members of the 
Patent Office staff. 

The next major item of expense in the Patent Office is printing, 
mainly of copies of patents, which accounts for about 16 percent of 
the total expenses. This cost has also increased over the past 20 
years. The $53 cost for printing and publishing the average patent 
today is almost three time as great as the $18 cost of 20 years ago. 
The other items of cost in the Patent Office have also increased pro- 
portionately. A good part of the increase in cost of operation is also 
attributable to the fact that present-day applications are, on the 
average, larger in size and disclose more complex inventions than those 
of past years and these require more time and effort to dispose of. 
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These rises in costs are in general parallel to the rise in the cost of 
living generally. Using the Bureau of Labor Statistics data of price 
indexes and the purchasing power of the dollar, the patent fees which 
patent applicants paid 20 vears ago has decreased to less than half 
their value. To put it another way, if the applicant were paying fees 
in the same proportion as he pays for other items of expense, the tees 
would be over twice what they were 20 years ago. 

These factors indicate to the committee that some increase in Patent 
Office fees is in order. 

The Patent Office administers both the patent and trademark law. 
Patent fees are charged by the Patent Office under authority of section 
41 of title 35, United States Code. Section 41 specifies fees for 11 
different items and also contains authorization for the Patent Office 
to establish charges for other services which are not specifically enu- 
merated in the statutory schedule. Under this latter authority, a 
number of fees have been established administratively by the Patent 
Office. The fees, both those fixed by the statute and the administra- 
tive fees, comprise a large number of different items, but only a few 
are of substantial consequency. 

There follows a discussion of the major patent fees, 


PATENT FILING AND FINAL FEES 


The most important fees in patent cases are the fee payable by an 
applicant for a patent when he files the application and the fee paid 
bv him when he is to receive the patent. ‘These two fees account for 
54 percent of the total revenue of the-Patent Office.. The fee on filing 
the patent application is presently $30 and the fee payable when the 
patent ts obtained, called the final fee, is also $30. In addition, there 
is a charge of $1 for each claim in excess of 20, but this plays only a 
small part in the total revenue received from these two fees. 

Since the fees just meationed are the major fees of the Patent Office, 
both in importance and in volume, it is apparent that any increase in 
Patent Office fees must primarily be directed to them if any substantial 
increase in revenue is to be obtained. The bill proposes to raise the 
basic filing fee from $30 to $40 and proposes to raise the basic final 
fee from $30 to $50. in addition, a further charge of $2 for each claim 
in excess of five is also proposed. 

During the 3 years 1956-58, the Patent Office received an average 
of $2,254,000 per year from patent filing fees. Had the proposed 
rate been in effect and, assuming the same volume of work, the receipts 
from filing fees would have been over $3.6 million, part of the increase 
coming from the $10 raise in the basic filing fee and part coming from 
the increased charge on claims. 

During the same period the receipts from patent final fees averaged 
$1,314,000. Under the proposed rate of a basic final fee of $50 plus 
an additional charge of $2 for each claim over five, the receipts would 
have been $2,417,000. 

From both filing and final fees, the actual receipts were $3,568,000. 
Estimated receipts under the proposed schedule would have been 
$6,035,000. In other words, they would be two-thirds greater than 
the actual receipts. Hence, the effect of the proposed bill is to raise 
the main patent fees by about two-thirds. 
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FEE ON NUMBER OF CLAIMS 


Applications for patent which are filed in the Patent Office vary 
considerably in their nature and in the amount of work that is required 
to examine them. One application may be short and simple and 
require, only a few hours of an examiner’s time, while another appli- 
cation may be considerably involved aod lengthy and require days 
and even weeks of an examiner’s timé. The suggestion has often 
been advanced that the charge be made proportionately to the size 
of the application or to the amount of work involved in connection 
with the application. A Patent Office study of the size of applica- 
tions and of the amount of time involved in examining them shows. 
that there is an average progressive increase in the time required in 
accordance with the number of claims presented in the application, 
and also the average number of claims in an application increases 
with the size of an application as measured by the number of pages 
of description and sheets of drawings. Accordingly, a part of the fee 
to be paid on applying for and on obtaining a patent is calculated 
according to the number of claims in the case. For each claim over 
five, a fee of $2 is proposed. 

Many applications, the committee was advised, contain more 
claims than are necessary and the charge for claims over five may have 
the salutary effect of decreasing the number of unnecessary claims in 
some eases and thus saying work on the part of the Patent Office. 
Taking into account the anticipated decrease in the number of claims, 
the charge of $2 for each claim presented over five is estimated as being 
equivalent to about $8 per application filed, in revenue received on 
filing, and about $4 per patent issued in revenue received on issuing 
the patent. Fifty-four percent of the patents issued have five or 
fewer claims. 

The charge for claims over five is worded to read “$2 for each claim 
presented at any time which is in excess of five claims in the case,” in 
order to prevent the increasing, without further charge, of the number 
of claims in a case by an amendment filed after the applic ation has 
been filed. If an amendment is presented after an application is 
filed, which increases the claims in the application beyond the number 
included in the fee originally paid, a further charge for the excess 
claims would be due. There would be no further charge if claims were 
revised by amendment, or replaced by other claims, but the charge 
would be due only when the claims added increased the number then 
in the case beyond the number of claims previously presented and 
paid for, and this further charge would be only for the excess number of 
claims presented. 

PRINTED COPIES OF PATENTS 


The source of revenue which produces the next highest percentage 
of the total receipts of the Patent Office, after the patent filing and 
final fees, is the charge for printed copies of patents. The bill does 
not propose to change the present charge of 25 cents per copy except 
in one minor respect. 

The bill contains a clause authorizing the Commissioner to establish 
a charge not.to exceed $1 per copy for patents in excess of 25 pages 
of drawings and specifications, and for copies of plant patents printed 





INCREASING CERTAIN PATENT AND TRADEMARK FEES 5 


in color. These patents are not very numerous in proportion to the 
total number of patents printed and the purpose of the clause is, 
primarily, to enable a higher price to be charged for the patents 
which are most expensive to print, in order to discourage their pur- 
chase, except when necessary. 

Printing copies of. the specifications and drawings of patents must 
be regarded as an essential feature of an examination system of grant- 
ing patents. Aside from the printed copy which is attached to the 
grant, many printed copies are needed for the examiners’ search files 
which are used when searching the prior art in the examination of 
new applications, and for the library (including the public search 
room), to be used for library purposes. 

Of the printed copies which are used, part are used by the Patent 
Office itself, for the search files and for other purposes. Part of the 
copies are supplied to foreign governments in exchange for printed 
copies of the patents issued by those governments. ‘l'hese foreign 
patents are placed in the examiners’ search files to be utilized as part 
of the prior art to be searched, and are also placed in the library to 
be utilized for library purposes. ‘This is a way of obtaining material 
essential to the operation of the Patent Office which would otherwise 
have to be paid for in cash by the Patent Office. Another part of 
the printed copies is supplied to public libraries in the United States 
at a nominal charge, to be used by the public. About half of the 
copies are used for Patent Office and publie service purposes, and 
the remainder are sold. 

It is thus seen that the printing of patents is an essential part of 
having an examination system. ‘The copies which are sold to the 
public may be looked upon as a byproduct or a surplus, from which 
some revenue is obtained. With this view the purchasers of the 
printed copies should not be required to pay the entire expense of 
producing all the copies utilized. The present charge of 25 cents is 
believed to be a reasonable charge under the circumstances. 


RECORDING ASSIGNMENTS 


The next significant item is the charge for recording assignments, 
which produces about 2% percent of the rec eipts of the Patent Office. 
The present charge for recording assignments is a basic charge of $3 
for each paper, with an additional charge depending upon the size 
of the paper. The present bill proposes to raise the “basic charge to 
$10, both for patents and trademarks. 


DESIGN PATENTS 


The next item in importance from the standpoint of the amount of 
receipts is the fee charged for design patent applications, which ac- 
counts for about 14 percent of the total Patent Office rec eipts. Design 
patents are issued for a term of 3%, 7, or 14 years, as the applicant 
may request, and the present fees fixed by statute are $10, $15, and 
$30, respectively. These fees were established in 1861 and there has 
been no change since then. The present bill proposes to change these 
fees to $20, $30, and $40, respectively, 
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REMAINING PATENT FEES 


The remaining patent fees covered by the present bill are of minor 
significance from the standpoint of revenue produced. 

The fee for applying for a reissue patent is raised from $30 to $40, 
with $2 for each claim in excess of five, to parallel the other changes. 
The fee for a certificate of correction ‘of an applicant’s mistake “(35 
U.S.C. 255) is changed from $10 to $15, and the same fee is imposed 
for a certificate of correction under title 35, United States Code, 
section 256. The revenue from these fees would be quite small in 
proportion to the total receipts of the Patent Office and they are 
adjusted in keeping with changes made in the other fees. 


CHARGES TO OTHER GOVERNMENT AGENCIES 


Section 2 of the bill will require other Government departments 
and agencies to pay the same fees that are paid by private individuals 
when they have business before the Patent Office. Various Govern- 
ment departments file large numbers of patent applications in the 
Patent Office and order large numbers of patent copies and other 
copies of records. Considerable concern has been expressed over the 
fact that the Government may obtain these materials and services 
free of charge when private individuals must pay. Altogether, about 
2 percent of the work of the Patent Oilice is done free for other Govern- 
ment departments or agencies. 

Applications for patents filed by Government departments and 
agencies fall into two classes: Those resulting from inventions made 
by Government employees (about 900 applications per year) and 
those resulting from inventions obtained from other sources (about 600 
applications per year). Section 266 of title 35 specifically exempts 
the Government departments from payment of patent fees in the 
first class of these cases. Desnite the fact that the statute presently 
exempts only the one class of cases and that fees had always been 
paid in the other class of cases (in fact, at least one of the depart- 
ments had even requested legislation to exempt them from paying fees 
in the second class of cases), the Comptroller General ruled in 1953 that 
the departments cannot be required to pay fees in connection with any 
patent application they may own, and also that they could not be 
required to pay other fees in the Patent Office. The instant bill will 
place-Government departments on the same footing as private indi- 
viduals. This action is in line with present policy of making Govern- 
ment deparimenis account to each other for services rendered, as for 
example the recent action requiring Government departments to 
account to the Post Office Department for postage. 

The exception in section 2 of the bill would permit the Commissioner 
of Patents to waive the payment of fees for materials or services in 
cases of occasional or incidental requests by a Government department 
or agency. A department may occasionally require a copy of a 
patent, or a photocopy of a record and the Patent Office will be author- 
ized to supply them without charge in such cases. 


TRADEMARK FEES 


The trademark work of the Patent Office acceunts for about 5 
‘percent of the expenses of the Patent Office. The situation in con- 
mection with trademarks is, of course, different from that in connection 
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with patents, since trademarks are registered only when there is a 
going business in connection with the goods on which the trademark is 
used, and the expense of registering a trademark could and should be 
considered as an ordinary minor business expense. 

The bill proposes a number of changes in the schedule of fees charged 
in trademark cases which are such that the total receipts will be 
approximately equal to the expenses involved in the trademark 
portion of the Patent Office. (Present fees account for approximately 
75 percent of current trademark expenses.) 

Trademark fees are specified in section 31 of the Trademark Act of 
1946 (15 U.S.C. 1113). Section 3 of the present bill rewrites section 
31 of the act; it arranges the different fees in separately numbered 
paragraphs, and omits a number of minor fees specified in the present 
statute so that they can be fixed administratively, ep raee ae the 
corresponding section of the patent statute. The 13 fee items listed 
in section 3 of the bill are not all new or changed; only items 1, 3, 4, 5, 7, 
8, 10, and 12 include changes over the present law. 

The basic trademark fee is a fee of $25 payable when an application 
for registration of a trademark is filed. This fee is proposed to be 
changed to $35 by the bill (item 1). 

Item 3 isa new fee. ‘The Trademark Act provides in section 8 that 
@ registrant must file an affidavit of use during the sixth year of the 
life of the registration in order to maintain the registration in force. 
If this affidavit is not filed the registration is canceled. ‘The filing 
of the affidavit is not a mere formality from the standpoint of the work 
involved in the Patent Office, since certain requirements must be met 
and the affidavits must be examined and either accepted or refused, 
and, if refused, further proceedings take place. In view of this fact, 
and the fact that the affidavit is necessary to preserve the life of the 
registration, it is proposed to charge a fee of $10 on the filing of these 
affidavits. The estimated revenue would be over $123,000 per year 
but, as this new fee is not applied to existing registrations, this amount 
will not be realized until after 5 years have passed. 

Items 4, 5, 7, 8, and 10 make some minor changes or adjustments in 
the fees involved. 

Item 12 is the fee for recording assignments. It has been changed 
in the same manner as for patent assignments. 


EFFECT OF PROPOSED CHANGES 


The tables included at the end of this report present estimates of 
the results of the various changes in fees proposed by the bill. The 
present fees and the actual average receipts for the 3 years 1956-58 
are given in the first table, as well as the proposed fees, the estimated 
receipts if the proposed fees were in effect based upon the 1956-58 
volume of business, and the estimated increase in revenue, The 
second table presents the same data for fiscal year 1958 only. 

The receipts of the Patent Office for the 3 years 1956-58 averaged 
$6,772,000, which was 40 percent of the expenses of $16,837,000. 
If the proposed schedule had been in operation, and assuming the same 
volume of Winstons, the receipts would have been $10,116,000, which 
would be 60 percent of the expenses. This is based on a cost of opera- 
tion averaging about $17 million. 

For the most recently completed fiscal year 1958, the receipts, 
though higher than in prior years, amounted to only 36 percent of costs. 


59014°—59 H. Rept., 86-1, vol. 4——25 
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If the proposed fee schedule had been in effect with the same volume of 
business, recovery would have been about 53 percent of costs. For the 
current and next few years, it is estimated that the fees proposed by 
the bill, if in effect, would recover about 50 percent of increased Patent 
Office expenses, instead of about one-third under existing fees. 

The total increase in revenue obtained by the bill would be about 
$3.5 million a year, based upon current volume of business. 

During the past few vears the appropriations of the Patent Office 
have been increased by Congress in order to enable the Patent Office 
to catch up with its enormous volume of cases in arrears and to 
begin to shorten the time it takes to obtain a patent. While the 
increased fees which will be received as a result of this legislation 
will not be utilized directly by the Patent Office, since they will be 
covered into the Treasury of the United States, it is, nonetheless, 
the express hope of this committee that the Patent Office will continue 
to receive a sufficient appropriation to meet the expenses of that 
Office and that. such increase will eventuate in benefits to inventors 
and others in the form of better and more expeditious service in the 
handling of applications. 


SECTION-BY-SECTION ANALYSIS AND EXPLANATION OF LEGISLATION 


Section 1 of this bill makes various changes in the fees payable to 
the Patent Office in patent cases. 

The major change is to raise the fee payable in applying for a 
patent from $30 to $40, with the further payment of a charge of $2 
for each claim presented in excess of 5 claims (item 1 of sec. 1). This 
application filing fee is the most important fee payable in the Patent 
Office and accounts for 34 percent of the receipts of the Patent Office. 

The charge for claims presented over 5 is a method, devised to 
make the application fee somewhat larger for the larger and more 
difficult cases which ordinarily are presented with a larger number of 
claims than smaller cases. Such a charge would also, have some 
effect in reducing excess claims presented in some cases 

The next important change in fees is the raising of the fee payable 
on issue of a patent from $30 to $50, also with a charge for each claim 
in excess of 5 (item 2 of sec. 1). The issue fee is the second most 
important of the Patent Office fees and accounts for 20 percent of the 
receipts of the Patent Office. 

The next major change in the fees in section 1 is to change the fee 
for recording assignments from $3 to $10 (item 10). 

The fees payable for obtaining a design patent are changed from 
$10, $15, and $30, for design patents of terms of 3%, 7, and 14 years, 
to $20, $30, and $40, respectively (item 3). The design patent fees 
account for less than 2 percent of Patent Office receipts, and the 
increases here are of about the same order proportionately as the 
increases in the other patent application fees. 

A few adjustments in minor fees are also made by this section. 

Section 2 of the bill provides that Government departments and 
agencies shall pay the same fees as are paid in the Patent Office by 
others, except as otherwise provided. 

Section 3 of the bill makes various changes in fees payable in the 
Patent Office in trademark cases. This section is in the form of a 
complete rewriting of section 31 of the Trademark Act providing for 
fees. The items have been tabulated and numbered for convenience 
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ner as the same fee in patent cases. 











substantially self-supporting. 












Design fee (sec. 1, item 3)....| $10 for 344 years. _- 
$15 for 7 years___.. 






Reissue fee (sec. 1, item 4)_-- $30. i35 


Recording assignments (see. | $3 for 6 pages... - 
1, item 10; sec. 3, item 12). | $1 each 2 pages 
over 6. 

$0.50 each extra 
item, 

Trademark filing fee (sec. 3, | $25-...........-.--- | 
item 1), I 

Affidavit fee (sec. 3, item 3) _- 

Petition to revive (sec. 3, 
item 4). 

re fee (sec. 3, item 

). 
New certificate (sec. 3, item 











7). 
Certificate of correction (sec, | $10.........---...- 
3, item 8, part). 


















sec, 2 of the bill, aggregating $209,715. 


of reference and a few minor fees have been omitted from the ‘act to be 
included in the group of fees fixed administratively by the Com- 


Estimated effect of changes in fees, as proposed by H.R. 2 
average volume of business during fiscal years 1956-58) 


Actual 
Item Present fee income, Proposed fee income,'! | Increase 
1956-58 1956-58 
average basis 





540, 573 | $35 





i eg | €77,00 te is ee 1110, 116, 102 | 3, 344, 154 


1 Estimated income includes amounts which would be applicable to other Government agencies under 
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Two major changes in trademark fees are made. First, the fee on 
filing an application to register a trademark is raised from $25 to $35 
ot seek 3). Second, a fee of $10 is to be paid at the time 

ae an affidavit 2 maintain the trademark registration in force must 
be filed (item 3 of sec. 3). In addition, the fee for recording an 
assignment has been raised from $3 to $10 (item 12) in the same man- 


A few adjustments in minor fees 


have also been made. The additional revenue which would be 
received in trademark cases under this revised schedule of fees would 
make the function of examining and issuing trademark registrations 
and related activities of the Patent Office, considered separately, 


Section 4 of the bill relates to the time of taking effect. 
Section 5 repeals section 266 of title 35, United States Code, relating 
to fees in certain Government cases. 





739, 86th Cong. (based on 


Estimated 





et ee $3,015, 484 | $797, 831 











Patent filing fee (sec. 1, item | $30..........-._--- $2, 217, 653 | 
1). $1 each claim over 36, 422 | $2 each claim over 603, 096 566, 674 


20. 5. 
Patent final fee (sec. 1, item | $30........-. | DSR GRE I Ob... pec ecsnns 2, 237, 969 932, 358 
2). $1 each claim over 8, 345 | $2 each claim over 179, 038 170, 693 
20. 5. 
23, 696 | $20 for 344 years... 47, 392 23, 696 
9, 820 | $30 for 7 years_-__-- 19, 640 9, 820 
57,900 | $40 for 14 years_.-.- 77, 534 19, 634 
6,115 | $40 a = 8, 206 2, 091 
157 | $2 each claim over 820 663 


Cuctisioate ol toitestion (ade. 1818.0. oo sue 2, 292 Nb oes owas 3, 438 1, 146 

1, item 8). | | 
Patent copies (sec. 1, item 9).| $0.25..........-..-. 1, 263, 606 } $0.25... ............ 1, 272, 686 19, 080 
$1 for large ones 15, 000 15, 000 


and plant pat 
ents in color. 


169, 353 | $10 for 6 nazes_...- 573, 214 413, 861 
878 | $1 each 2 pages 947 69 

| over 6. 
14,917 | $1 each extra item. 32, 186 17, 26° 


756, 503 216, 230 


123,463 | 123, 463 
713 713 


3, 003 8, 008 
1, 753 585 
1, 544 515 















1,029 | 











Disclaimer and amendment | $10........--..-.-- 2, 422 3, 633 1, 211 
(sec. 3, item 10; sec. 3, item | | 
8, part). | 

NG onc chants tnecanduactcianancden 1 BR GOEL. wcccedteeeeks 1, 138, 535 8, 544 


| | 


Note.—Actual expenses, 1956-58 average, amounted to $16,836,784. Actual income was equivalent to 
40 percent of expenses; estimated income vould amount to 60 percent of expenses. 
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Estimated effect of changes in fees, as proposed by H.R. 2739, 86th Cong. (based on 
volume of business during fiscal year 1958) 


















Actual Estimated 
Item Present fee income, Proposed fee income,' | Increase 
fiscal 7 1958 basis 
192 




















Patent filing fee (sec. 1, item | $30................] $2, 261,125 | $40_........-...... $3, 068, 513 | $807, 388 
1). $1 each claim 38, 351 | $2 each claim 613, 702 575, 351 
over 20. over 5. 
Patent final fee (sec. 1, item | $30...............- 1, 363, 889 | $50................] 2,344,300 980, 411 
2). $1 each claim 7,777 | $2 each claim 187, 544 179, 767 
over 20. over 5. 
Design fee (sec. 1, item 3)....| $10 for 344 years... 24,318 | $20 for 344 years... 48, 636 24, 318 
$15 for 7 years..... 6, 291 | $30 for 7 years..... 12, 582 6, 291 
$30 for 14 years. ... 68, 872 | $40 for 14 years... 78, 896 20, 024 
Reissue fee (sec. 1, item 4)...) $30_............... FO eh asin shen eoceert 9, 648 2, 412 
$1 each claim 170 | $2 each claim 964 794 
over 20. over 5. 
bk 1 correction (sec. | $10...............- Bt Me tle 3, 945 1,315 
, item 8). 
Patent copies (sec. 1, item 9).| $0.25.............. 1, 324, 841 | $0.25.............. 1, 343, 197 18, 356 
$1 for large ones 15, 000 15, 000 
and plant 
patents in 
color. 
Recording assignments (sec. | $3 for 6 pages._.... 160, 933 | $10 for 6 pages..... 580, 285 419, 352 
1, item 10; sec. 3, item 12). | $1 et pages 789 | $1 each 2 pages 853 64 
over 6. over 6. 





$1 each extra item. 29, 870 16, 063 






$0.50 each extra 












Trademark filing fee (sec. 3, | $25.............-.- ; ORE.caosecbeasess 758, 785 216, 796 
item 1). 

Affidavit fee (sec. 3, item 3)..} None............-.]-...-....... OD isis hinipeteichiats 121, 260 121, 260 

Petition to revive (sec. 3, |..... naihasetinel tiacepennnean EE GRIER 680 680 
item 4). 

Renan fee (sec. 3, item |..... Di chiisdlignintipmelcunktbitinedein CB cacntacacbeocmes 2, 125 2, 125 

). 

_ certificate (sec. 3, item | $10...............- 2, GBB | Clb. ncnuitecbecnss= 2, 453 818 
7). 

Certificate of correction (sec. | $10................ 1 WS T Wiki. ctbccansecce- 1, 632 544 
8, item 8, part). 

Disclaimer and amendment | $10...............- SAD 1 ih ceenpgbepsencee 3, 675 1, 225 
(sec. 3, item 10; sec. 3, item 
8, part). 

Bes 006 GREE ccccitenndtulneecbemictntenditiinds Dh, BEE, BE Scqpcbaihdhtbebcusnns 1, 128, 898 8, 568 





3, 418, 922 








i dietcnntnndanelcccncacittbantandel 4 Ge UE léqacetocatnbepscense 








1 Estimated income includes amounts which would be applicable to other Government agencies under 
sec. 2 of the bill, aggregating $214,742. 

Norte.—Actual expenses for 1958 amounted to $19,525,854. Actual income was equivalent to 36 percent 
of expenses; estimated income would amount to 53 percent of expenses. 







REPORTS FROM EXECUTIVE AGENCIES 












Attached hereto and made a part of this report is the letter of the 
Department of Commerce which accompanied the bill when it was 
transmitted to Congress. In addition, there is also made a part of 
this report letters, on predecessor bills which were acted upon favor- 
ably by this committee in the 84th and 85th Congresses from the 
Small Business Administration, the Department of State, Department 
of the Navy, the Treasury Department, General Services Admin- 
istration, the Library of Congress, Veterans’ Administration, and 
the Federal Trade Commission. 
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SMALL Bustness ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D.C., June 11, 1957. 
Hon. EMANveEt CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C, 

Dear ConGressMAN Cetier: Further reference is made to your 
letters of May 16 and May 27, 1957, requesting the views of this 
agency with respect to H.R. 7151, a bill to fix the fees payable to 
the Patent Office and for other purposes. 

By letter of June 10, 1955, you were advised that the Small Business 
Administration favored the enactment of a similar bill (H.R. 4983), 
introduced in the 84th Congress to increase charges made by the 
Patent Office for servicing patents and trademarks. Since H.R. 7151 
contains no objectionable variation from H.R. 4983, we favor its 
enactment. 

The Bureau of the Budget informs us that the enactment of legis- 
lation to increase patent and trademark fees would be in accord with 
the program of the President. 

Sincerely yours, 
Wenpve.t B. Barnes, Administrator. 


DEPARTMENT OF STATE, 
Washington, May 6, 1956. 


Hon. EMANvEL CELLER, 
Chairman, Committee on the Judiciary, 


House of Representatives. 

Dear Mr. Cretuer: Reference is made to your letter of March 22, 
1955, requesting a report on H.R. 4983, to fix the fees payable to the 
Patent Office and for other purposes, and to your further letter of 
April 20, 1955, asking whether the Department would consider it 
desirable to have a representative attend the hearings. 

This bill involves the question as to the degree to which the Patent 
Office should be made self-supporting through the collection of fees. 
It is, therefore, essentially a matter of domestic concern. 

In considering the bill from the foreign relations standpoint, the 
Department does not find any features which would react inequitably 
on foreign nationals. The Department, therefore, perceives no 
objection to the bill. 

The Department appreciates the opportunity to have a representa- 
tive attend the hearing on this bill but does not have any further 
views to express. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Turuston B. Morton, 
Assistant Secretary 
(For the Secretary of State). 
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DEPARTMENT OF THE Navy, 
OFFICE OF THE JuDGE ADVOCATE GENERAL, 
Washington, D.C., May 31, 1956. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

My Dear Mr. Cuarrman: Your request for comment on the bill 
H.R. 4983 to fix the fees payable to the Patent Office and for other 
pape has been assigned to this Department by the Secretary of 

efense for the preparation of a report thereon expressing the views of 
the Department of Defense. 

The purpose of this measure is to increase certain patent and trade- 
mark fees and to require the payment of prescribed patent fees by 
other Government departments or agencies. Sections 1 and 3 of the 
bill would increase certain patent and trademark fees. In addition, 
section 2 of the bill would amend section 41 of title 35 of the United 
States Code to require the payment of patent fees prescribed by or 
under that section by any other Government department or agency, 
or officer thereof, except in the case of application fees and fees for 
issuing a patent in cases coming under section 266 of title 35 and except 
as otherwise provided by law. The Commissioner of Patents would 
be authorized to waive the payment of any fee for services or materials 
in cases of occasional or incidental requests by a Government depart- 
ment or agency, or officer thereof. 

In the annual Patent Office report for fiscal year 1954 submitted by 
the Commissioner of Patents to the Congress, it is noted that the 

urpose of this legislation is to place the services furnished by the 

atent Office on a self-sustaining basis to the fullest extent possible 
by increasing various Patent Office fees and by making most patent 
fees applicable to other Government agencies. The above-mentioned 
report states that the value of services furnished by the Patent Office 
to other agencies averages about $125,000 per year. 

The desirability of increasing Patent Office fees is a matter of policy 
for the determination of the Congress. Accordingly, the Department 
of Defense makes no recommendation with respect to that feature of 
H.R. 4983. 

With respect to that portion of section 2 of H.R. 4983 which would 
require the payment of prescribed patent fees by other Government 
departments or agencies, attention is invited to the decision of the 
Comptroller General dated July 13, 1953, B-111648, 33 Comp. Gen. 
27. In that decision the Comptroller General very aptly stated: 

“The basic purpose of prescribing fees for services rendered by the 
Patent Office must be to reimburse the United States, at least in part, 
for the cost of such services. Obviously, such costs can be recovered, 
in reality, only by the collection of charges or fees from private indi- 
viduals or interests, since payments by other Federal agencies con- 
stitute, in effect, merely a transfer of funds from one pocket to another, 
and do not result in the net recovery of any costs by the Government. 
In fact, payment and collection procedures would entail bookkeeping 
and other expenses which in the final analysis would involve an 
economic waste of Federal funds.” 

In view of the foregoing, the Department of the Navy on behalf of 
the Department of Defense is opposed to the enactment of that 
portion of section 2 of H.R. 4983 which would require the payment 
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of prescribed patent fees by other Government departments or 
agencies. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has not been advised by the Bureau 
of the Budget as to the relationship of this report on H.R, 4983 to 
the program of the President. 

Sincerely yours, 


Ira H. Nunn, 
Rear Admiral, U.S. Navy, 
Judge Advocate General of the Navy 
(For the Secretary of the Navy). 


TREASURY DEPARTMENT, 
Washington, June 17, 1958. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

My Dear Mr. CuatirMan: Reference is made to your requests for 
the views of this Department on H.R. 4983, to fix the fees payable 
to the Patent Office and for other purposes, and on H.R. 6175, to 
amend section 31 of the act of Congress approved July 5, 1946 (ch. 540, 
60 Stat. 427; 15 U.S.C. 1113). 

H.R. 4983 would specify a new schedule of patent fees generally 
presenting increases, and would make certain of the fees applicable to 
Government departments and agencies other than the Patent Office. 
This bill would also prescribe a new schedule of trademark fees 
presenting certain new or increased charges. 

H.R. 6175 would also prescribe a new schedule of trademark fees 
also presenting increases but differing in particulars from the schedule 
that would be prescribed by H.R. 4983. 

The subject matter of these bills does not relate to a matter within 
the primary jurisdiction of this Department and it has no comments 
to make on the general merits of the proposed legislation. 

Very truly yours, 
Davip W. Kenpatu, General Counsel. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D.C., May 19, 1955; 
Re H.R. 4983. 


Hon. EmManvet Crier, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 


Drar ConGressMAN CELLER: Further reference is made to your 
letter of March 22 requesting the views of GSA on H.R. 4983, a bill 
to fix the fees payable to the Patent Office and for other purposes. 

This proposed legislation is substantially similar to bills introduced 
in the 83d Congress (H.R. 9794 and S. 3738). The Department of 
Commerce favors this measure in carrying out its responsibilities. 

Determination of patent and trademark fees has been made by the 
Patent Office, Department of Commerce, in accordance with the 
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7 set forth in paragraph 3 of the Bureau of the Budget Circular 
No. A-25, dated November 5, 1953, a copy of which is attached. 

The fees with respect to trademarks (sec. 3 of the proposed bill) do 
not affect GSA since it does not register any trademarks. 

The fees with respect to patents (sec. 2c of the proposed bill) pro- 
vide that the Commissioner of Patents “may waive the payment of 
any fee for services or materials in cases of occasional or incidental 
requests by a Government department or agency, or officer thereof.” 
Any foreseeable fee for services or materials by GSA will be merely 
of an occasional or incidental nature. It is to be expected that the 
Commissioner would waive payment. 

Since the fees sought to be fixed by this bill do not affect the 
budgetary requirements of GSA and are of general interest only to 
this agency, we express no further views on the proposed legislation. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Cordially yours, 
Epmunp F. Mansurg, Administrator, 


Tue Lrarary or Conaress, 
Washington, D.C., March 30, 1955. 
The Honorable Emanvet Cretuer, 
Chairman, House Judiciary Committee, 
Old House Office Building, Washington, D.C. 


Derar Mr. Cetuer: I have your letter of March 22 requesting an 


expression of my views on H.R. 4983, a bill to fix the fees payable 
to the Patent Office. 

The proposed schedule of fees for the Patent Office has no direct 
bearing on the work of the Library of Congress, and I have no special 
competence on the subject. Accordingly, I have no comments to 
offer on this bill. 

Sincerely yours, 
L. Quincy Mumrorp, 
Librarian of Congress. 


VETERANS’ ADMINISTRATION, 
Washington, D.C., April 27, 1956. 
Hon. EMANvEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

Dear Mr. Cetter: This is in further reply to your request for a 
report on H.R. 4983, 84th Congress, a bill to fix the fees payable to 
the Patent Office and for other purposes. 

The purpose of the bill is to amend section 41 of title 35 of the 
United States Code and section 1113 of title 15 of the United States 
Code to fix the fees payable to the Patent Office for application, issue, 
and other transactions pertaining to patents and copyrights. 

It is noted that the bill would slightly increase some of the fees fixed 
under existing law. The provisions of the bill would not affect the 
activities of the Veterans’ Administration to any considerable extent 
and the Veterans’ Administration has no objection to the propose 
changes. 
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Advise has been received from the Bureau of the Budget that 
there would be no objection to the submission of this report to the 
committee. 

Sincerely yours, 
JoHN S. Parrerson, 
Deputy Administrator 
(For and in the absence of the Administrator). 


FreperAL TRADE ComMISSION, 
OFFICE OF THE CHAIRMAN, 
May 6, 1966. 
Hon. EmManuet CeEtter, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

My Dear Mr. CuatrMan: Reference is made to your letter of 
March 22, 1955, inviting an expression of the views of this agency 
upon H.R. 4983, 84th Congress, Ist session, a bill to fix the fees pay- 
able to the Patent Office, and for other purposes, and your further 
letter of April 20, 1955, in which you advise that hearings will be had 
on this bill on June 1. 

The provisions of the bill appear limited to the fees and the amounts 
thereof to be charged by the Patent Office in connection with various 
procedures in patent and trademark matters, for copies of records with 
respect to such matters, and for related services furnished by the 
Patent Office. 

No reason appears why the bill would affect the present provision 
of the rules of practice of the Patent Office (Rule 21.2: Petition for 
Cancellation) which permit the Commission to file and prosecute a 
proceeding for cancellation of a trademark without the payment of fees. 
Apparently H.R. 4983 would not change the law with respect to the 
Commission. Therefore, we have no comment to offer on the proposed 
legislation. 

Your submission of the matter for our consideration is deeply 
appreciated. 

By direction of the Commission. 

Sincerely yours, 
Epwarp F. Howrey, Chairman. 


JANUARY 9. 1959. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: There are enclosed four copies of draft legis- 
lation for the general purpose of increasing fees collected by the U.S. 
Patent Office of the Department of Commerce in the consideration 
and issuance of patents and registrations of trademarks and the per- 
formance of related activities. There are also enclosed copies of a 
section-by-section analysis and explanation of the legislation. The 
fees which would be modified by the proposal are presently established 
by statute and, therefore, congressional action is necessary to effect 
changes, 
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The last major change in patent fees was in 1932 when the applica- 
tion and issuance fees were raised to $30 each. Immediately after 
the 1932 revision of fees the Patent Office was collecting in fees a sum 
exceeding 90 percent of the cost of operating the Patent Office. Al- 
though since that time the costs of operation of the Patent Office have 
risen sharply, no major adjustment in fees has been made to effect 
the same recovery of costs. In the 3 years, 1956-58, the Patent Office 
recovered in fees 40 percent of its costs of operation. For the past 
fiscal year (1958), the receipts, though higher than in prior years, 
amounted to only 36 percent of costs. If the proposed fee schedule 
had been in effect during fiscal 1958, recovery would have been ap- 
proximately 53-percent of costs. However, because of increased ex- 
yvenditures estimated for the Patent Office, this percentage would be 
bias in 1959. During the next few years it is estimated that the fees 
under the proposed bill would cover only about 50 percent of expend- 
itures. 

The Department urges early congressional action to enable the 
Government to effect greater recovery of costs from special benefi- 
ciaries of this Government program. Such action would be in further- 
ance of the administration’s policy of charging special beneficiaries of 
Government programs for the costs of operation attributable to special 
beneficiaries. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this draft bill to the Congress, and that 
enactment of legislation to increase patent and trademark fees would 
be in accord with the program of the President. 

Sincerely yours, 
Louis L. Strauss, 
Secretary of Commerce. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of title XIII of the Rules of the House 
of Representa tines, changes in existing law made by the bill are shown 

elow. 

Section 1 of the bill proposes to amend items numbered 1, 2, 3, 4, 
8, 9, and 10, respectively, of subsection (a) of section 41 of title 35, 
United States Code; the existing law is shown in the left column and 
the legislation proposed i in the bill in the right column: 


(Title 35. United States Code) 


§ 41. Patent fees 

(a) The Commissioner shall 
charge the following fees: 

1. On filing each application for 
an original patent, except in de- 
sign cases, $30, and $1 for each 
claim in excess of twenty. 


2. On issuing each original pat- 
ent, except in design cases, $30, 
and $1 for each claim in excess of 
twenty. 


§ 41. Patent fees 

(a) The Commissioner shall 
charge the following fees: 

1. On filing each application for 
an original patent, except in de- 
sign cases, $40; in addition, $2 for 
each claim presented at any time 
which is in excess of five claims in 
the case. 

2. On issuing each original pat- 
ent, except in design cases, $50, 
and $2 for each claim in excess 
of five. 
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3. In design cases: For three 
years and six months, $10; for 
seven years, $15; for fourteen 
years, $30. 

4. On every application for the 
reissue of a patent, $30 and $1 
for each claim in excess of twenty 
over and above the number of 
claims of the original patent. 

8. For certificate of correction 
of applicant’s mistake under sec- 
tion 255 of this title, $10. 


9. For uncertified printed copies 
of specifications and drawings of 
patents (except design patents), 
25 cents per copy; for design pat- 
ents, 10 cents per copy; special 
rate for libraries specified in sec- 
tion 13 of this title, $50 for patents 
issued in one year. 


10. For recording every assign- 
ment, agreement, or other paper 
not exceeding six pages, $3; for 
each additional two pages or less, 
$1; for each additional patent or 
application included in one writ- 
ing, where more than one is so 
included, 50 cents additional. 


17 


3. In design cases: For three 
years and six months, $20; for 
seven years, $30; for fourteen 
years, $40. 

4. On every application for the 
reissue of a patent, $40 and $2 for 
each claim in excess of five which 
is also over and above the number 
of claims of the original patent. 

8. For certificate of correction 
of applicant’s mistake under sec- 
tion 255 or certificate under sec- 
tion 256 of this title, $15. 

9. For uncertified printed copies 
of specifications and drawings of 
patents (except design patents), 
25 cents per copy; for design 
patents, 10 cents per copy; the 
Commissioner may establish a 
charge not to exceed $1 per copy 
for patents in excess of 25 pages 
of drawings and specifications and 
for plant patents printed in color; 
special rate for libraries specified 
in section 13 of this title, $50 for 
patents issued in one year. 

10. For recording every assign- 
ment, agreement, or other paper 
not exceeding six pages, $10; for 
each additional two pages or less, 
$1; for each additional patent or 
application included in one writ- 
ing, where more than ore is so 
included, $1 additional. 


Section 2 of the bill proposes to amend section 41 of title 35, United 
States Code, by adding a new subsection, shown in the right column: 


(Title 35, United States Code) 


[No subsection.] 


(c) The fees prescribed by or 
under this section apply to any 
other Government department or 
agency, or officer thereof, except 
that the Commissioner may waive 
the payment of any fee for services 
or materials in cases of occasional 
or incidental requests by a Gov- 
ernment department or agency or 
officer thereof. 
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Section 3 of the bill proposes to amend section 31 of the act of July 
5, 1946 (ch. 540, 60 Stat. 427, U.S.C., title 15, see. 1113), as amended 
by Public Law 85-609, approved August 8, 1958 (72 Stat. 540) which 
is shown in the left column, and the legislation proposed in the bill 


is shown in the right column: 


(Trademark Act of 1946—Title 15, United States Code) 


§31. The following fees shall 
be pa‘d to the Patent Office under 
this Act: 

On filing each original applica- 
tion for registration of a mark in 
each class on either the principal 
or the supplemental register, $25; 
and on filing each application for 
renewal in each class, $25; and on 
filing each application for renewal 
in each class after expiration of the 
registration, an additional fee of 
$5; on filing notice of claim of bene- 
fits of this Act for a mark to be 
published under section 12 (c) 
hereof, $10; on filing notice of 
opposition or application for can- 
cellation, $25; on appeal from an 
examiner in charge of the registra- 
tion of marks, $25; for issuance of 
a new certificate of registration 
following change of ownership of a 
mark or correction of a registrant’s 
mistake, $10; for certificate of 
correction of registrant’s mistake, 
$10; for manuscript copies, for 
every one hundred words or frac- 
tion thereof, 10 cents; for compar- 
ing other copies, 5 cents for every 
one hundred words or fraction 
thereof; for certifying in any case, 
additional, $1 for each additional 
registration or application which 
may be included under a single cer- 
tificate, 50 cents additional; for 
filing disclaimer, amendment, sur- 
render, or cancellation after regis- 
tration, $10. 


For abstracts of title: For the 
search, one hour or less, and cer- 
tificate, $3; each additional hour 
or fraction thereof, $1.50; for 
each brief from the digest of as- 
signments of two hundred words 
or less, $1. 


§ 31. (a) The following fees 
shall be paid to the Patent Office 
under this Act: 

1. On filing each original appli- 
cation for registration of a mark in 
each class, $35. 

2. On filing each application for 
renewal in each class, $25; and on 
filing each application for renewal 
in each class after expiration of 
the registration, an additional fee 
of $5. 

3. On filing an affidavit under 
section 8(a) or section 8(b), $10. 

4. On filing each petition for the 
revival of an abandoned applica- 
tion, $10. 

5. On filing notice of opposition 
or application for cancellation, or 
for declaring an interference be- 
tween an application and a prior 
issue registration, $25. 

6. On appeal from an examiner 
in charge of the registration of 
marks to the Trademark Trial and 
Appeal Board, $25. 

7. For issuance of a new certif- 
icate of registration following 
change of ownership of a mark or 
correction of a registrant’s mis- 
take, $15. 

8. For certificate of correction 
of registrant’s mistake or amend- 
ment after registration, $15. 

9. For certifying in any case, $1. 

10. For filing each disclaimer 
after registration, $15. 

11. For printed copy of regis- 
tered mark, 10 cents. 

12. For recording every assign- 
ment or other paper not exceeding 
six pages, $10; for each additional 
two pages or less, $1; for each 
additional registration or applica- 
tion included, or involved in one 
writing where more than one is so 
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For certificate that trademark 
has not been registered—search 
and certificate (for deposit in 
foreign countries only), $3. 

For title reports required for 
office use, $1. 

For a single printed copy of 
statement and drawing, 10 cents; 
if certified, for the grant, addi- 
tional, $1; for the certificate, $1; 
if renewed, for copy of certificate 
and renewal, additional, $1. 

For photographic copies of rec- 
ords and drawings, the reasonable 
cost of making them. 

For recording every assignment 
or other paper not exceeding six 
pages, $3; for each additional two 
pages or less, $1; for each addi- 
tional registration or application 
included, or involved in one writ- 
ing where more than one is so 
included or involved, additional, 
50 cents. 

The Commissioner shall refund 
fees paid by mistake or in excess. 
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included or involved, additional 
$1. 

13. On filing notice of claim of 
benefits of this Act for a mark to 
be published under section 12(c) 
hereof, $10. 

(b) The Commissioner may 
establish charges for copies of 
records, publications, or services 
furnished by the Patent Office, 
not specified above. 

(c) The Commissioner may re- 
fund any sum paid by mistake or 
in excess. 


Section 4 of the bill relates to the effective date of the act, and the 


manner of applying the fees to certain conditions. 

Section 5 of the bill repeals section 266 of title 35, United States 
Code, shown in the left column, and amends the chapter analysis of 
chapter 27 of title 35, United States Code, by striking out the item 
enclosed in black brackets in the left column: 


§ 266. Issue of patents without 
fees to Government em- 
ployees 

The Commissioner may grant, 
subject to the provisions of this 
title, to any officer, enlisted man, 
or employee of the Government, 
except officers and employees of 
the Patent Office, a patent without 
the payment of fees, when the 
head of a department or agency 
certifies the invention is used or 
likely to be used in the public 
interest and the applicant in his 
application states that the inven- 
tion described therein, if patented, 
may be manufactured and used by 
or for the Government for govern- 
mental purposes without the pay- 
ment to him of any royalty there- 


[Repealed.] 
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on, which stipulation shall be 
included in the patent. 

(266. Issue of patents without 
fees to Government employees.] 


O 





86TH CoNGRESS HOUSE OF REPRESENTATIVES REPORT 
1st Session No. 624 


INFRINGEMENT OF COPYRIGHTS BY THE UNITED 
STATES 


Juty 1, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Wits, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H.R. 4059] 


The Committee on the Judiciary, to whom was referred the bill 


(H.R. 4059) to amend title 28 of the United States Code relating to 
actions for infringements of or by the United States, ao 


considered the same, report favorably thereon with amendments an 
recommend that the bill do pass. 
The amendments are as follows: 
Page 1, lines 5 and 6, strike out ‘‘a new subsection ‘(b)’ ” and insert 
in lieu thereof: ‘“‘new subsections ‘(b)’ and ‘(c)’ ’’. 
Page 3, after line 14, insert the following new subsection: 


(c) The provisions of this section shall not apply to any 
claim arising in a foreign country. 


EXPLANATION OF AMENDMENTS 


The amendments provide that the provisions of this bill shall have 
no effect on any claim for copyright infringement against the U.S. 
Government arising in a foreign country. It was suggested by the De- 

artment of State. As pointed out in its letter of June 5, 1958 (set out 
ater in this report), the State Department is unaware of any serious 
problems relating to actions of the United States abroad infringing 
copyrights which necessitate remedial action of the type contained in 
this bill. Moreover, the creation of a statutory right of suit against 
the United States for acts committed abroad, notes the State Depart- 
ment, would open an avenue of legal action which could give rise 
to further problems in related and similar fields. 
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HISTORY OF LEGISLATION 


This legislation passed the House in the 84th Congress (H.R. 6716) 
and again in the 85th Congress (H.R. 8419). No action, however, 
was taken by the Senate in either of those two Congresses. 


PURPOSE AND STATEMENT 


The purpose of this bill is to provide a remedy in the Court of 
Claims for the infringement by the U.S. Government, or by any 
contractor acting with its consent, of any work protected under the 
copyright laws of the United States. To put it another way, the 
bill would waive the sovereign immunity of the United States for 
infringement of copyrights by extending the provisions of section 1498, 
title 28, United States Code, to permit an action in the Court of 
Claims for copyright infringements. 

It has long been an established principle that the Federal Govern- 
ment should not appropriate private property without making just 
compensation to the owner thereof. For most types of property, 
the principle has been implemented by legislation permitting a prop- 
erty owner to bring suit against the Federal Government when he 
believes that just compensation has not been made, for example, in 
the field of patents (28 U.S.C, 1498). Other fields include admiralty, 
contracts, and torts. 

There is, however, one form of property—property in copyrights— 
for which existing law does not provide a definite workable and 
equitable procedure for the property owner. There has been no 
specific legislative provision authorizing suits against the Government 
for infringement of copyrights as there has been for patents. 

When the Government deliberately publishes a copyrighted article 
without obtaining the prior consent of the copyright proprietor, the 
general assumption would be that the holder, pursuant to, the princi- 
ples of “just compensation” under the fifth amendment.of our Con- 
stitution, should be entitled to an action against the Government for 
infringement. Yet no such infringement cases have been reported, 
so far as this committee can determine. _The reason appears to be 
that the Government, under still another established concept, i.e. 
“sovereign Immunity,’”’ must consent to be sued for this particular 
type of wrong, and as yet has not so consented. Recently there has 
been some discussion to the effect that the Federal Tort Claims Act 
may have removed this prohibition against suing the Government, 
but a consideration of the legislative history of that act indicates that 
the prohibition has not been affected. 

While the Government enjoys this immunity against suit for in- 
fringements in copyright actions, it should be pointe 1d out that Govern- 
ment employees, even though acting within the scope of their employ- 
ment, do not, This i is for “the reason, acc ‘ording to the decisions of 
our courts, that “sovereign immunity”’ covers only the Government 
and does not extend, to its employees. As stated by the Supreme 
Court in Belknap v. Schild (161 U.S. 10), a patent case: 


The exemption of the United States from judicial process 
does not protect their officers and agents, civil or military, 
in time of peace, from being personally liable to an action of 
tort by a private person whose rights of property have been 
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wrongfully invaded or injured, even by authority of the 
United States * * *. Such officers or agents, although act- 
ing under the order of the United States, are therefore person- 
ally liable to be sued for their own infringement of a patent. 


Again in Towle v. Ross (32 Fed. Supp. 125), defendants, acting as 
employees of the Government, made photographic reproductions of 
plaintiff’s copyrighted map. ‘The court found for the plaintiff and 
against the defendants, even though they ceased publication and the 
reproductions were never used. Regarding the immunity defense, the 
court observed: 


The position of the defendants as employees of the United 
States cannot protect them from the award of damages. The 
immunity of the sovereign cannot in a republic immunize its 
agents also. The acts were done for the benefit of the 
Government by the employees thereof. The foundations of 
arbitrary power would be firmly laid if the agents could 
violate the rights of citizens and themselves escape unscathed. 


It seems inequitable that employees of the United States, acting for 
the benefit of the Government, are now personally liable for copyright 
infringement and that the Government is not. It appears proper to 
this committee that the Government should assume responsibility for 
such acts. Furthermore, it seems illogical to treat copyright infringe- 
ments by the United States differently from patent infringements, in 
view of the established principle that the Federal Government should 
not be appropriating private property without just compensation, 
which principle was long ago adopted with regard to infringement of 
patents. The instant bill is designed to correct this situation both 
with respect to the copyright owner and to Federal officers and em- 
ployees, and to the public generally. 


EXPLANATION OF BILL 


The bill is based, generally, upon provisions similar to those now 
existing in Federal law for patents, but with modifications appro- 
priate to the nature of copyright property. Provision is made for 
suits in the Court of Claims. In addition, it affords the right of 
recovery for copyright infringements by contractors and subcon- 
tractors who perform work for the United States where such contractor 
infringes with the consent of the Government. It protects the Gov- 
ernment employee, acting in the scope of his employment, by providing 
that the copyright owner’s only remedy is by action against the 
U.S. Government. The bill further provides that a Government 
employee shall also have a right of action against the Government, 
except in those instances where he was in a position to order, influence, 
or induce use of the copyrighted work by the Government. The 
bill does not, however, confer a right of action on any copyright 
owner or any assignee with respect to any copyrighted work prepared 
by a person while in the employment of the United States where the 
copyrighted work was prepared as a part of the official functions of the 
employee or in the preparation of which Government time, material, 
or facilities were used. The bill also provides for compromise settle- 
ment of any claim which the copyright owner may have against the 
Government by reason of its infringement. 
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The bill provides a 3-year statute of limitations for filing infringe- 
ment actions against the Government. The 3-year period “of limita- 
tion- was adopted i in order to conform this bill to Public Law 85-313 
(85th Cong.) which sets up a uniform statute of limitations of 3 years 
on civil actions involving copyright infringements. Where there is 
a claim against the Government for infringement, the legislation 
provides for the tolling of the statute of limitations ‘during the time 
negotiations are underway for the compromise settlement of the 
claim. 

Section 2 of the bill, as amended, amends section 2386 (4) of title 
10, United States Code, an appropriation section, which provides 
generally that appropriations for the military departments available 
for the procurement of supplies and equipment, shall also be available 
for the purchase or acquisition of certain listed rights in the patent, 
copyright, and technical data fields. 

Section 3 of the bill contains technical provisions and was adopted 
in order to amend the section catchline and chapter analysis of title 
28, United States Code. Title 28 is one of the United States Code 
titles which has been enacted into positive law, 


AGENCY REPORTS 


There follow reports from the Department of Commerce which 
sponsored this legislation, and a letter from the Department of State 
dated June 5, 1958, addressed to the chairman of the Senate Judiciary 
Committee. In addition, there are communications, received by this 
committee at the time it considered the predecessor bill, H.R. 6716, 
84th Congress, from the Library of Congress, Government Printing 
Office, U.S. Information Agency, Department of the Navy, and the 
American Bar Association. 


Tue SECRETARY OF CoMMERCE, 
Washington, D.C., January 30, 1959. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: There are attached four copies of a proposed 
bill to amend title 28 of the United States Code relating to actions 
for infringements of copyrights by the United States. 

There are also attached four copies of a statement of purpose and 
need in support thereof. 

We are advised by the Bureau of the Budget that it would interpose 
no objection to the submission of this proposed legislation. 

Sincerely yours, 
Lewis L. Strauss, 
Secretary of Commerce. 


STATEMENT OF PURPOSE AND NEED FOR LEGISLATION TO AMEND 
TITLE 28 OF THE UNITED STATES CODE RELATING TO ACTIONS FOR 
INFRINGEMENTS OF COPYRIGHTS BY THE UNITED STATES 


The proposed legislation would amend title 28, United States Code, 
to provide that in those cases where a copyright has been infringed by 
the Federal Government or its agents, the exclusive remedy by the 
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holder of the copyright would be by action against the United States 
in the Court of Claims unless an administrative settlement of the claim 
was made by the Department or Agency concerned. 

At present, the only remedy available to a copyright holder in such 
circumstances is a suit against Government employees who take part 
in the infringement. Generally the employees in such cases are merely 
following the orders of their superiors in the general interest of the 
Department or Agency concerned, and it therefore is illogical and 
inequitable for the employees to be held personally accountable, 
Recovery of compensation from subordinate Government employees 
as though they were independent contractors of malefactors for doing 
as they have been directed is not, in our opinion, the correct way to 
compensate the copyright owner for infringement. Although actual 
recoveries for Government infringement have been rare, the increasing 
use of desk photo-copying machines in the routine administration of 
the departments makes possibility of infringement an ever-increasing 
danger. 

Since the benefits of copyright infringement under such circum- 
stances flow directly to the Government, it would appear that the 
Government should bear the cost of reimbursing copyright holders 
for the damages arising from the infringement. The proposed bill 
would so provide, and would relieve the employee of liability. It 
also would permit administrative settlement of claims, and would 
provide a 3-year limit within which claim for recovery could be 
instituted. 





Tue SecRETARY OF CoMMERCE, 
Washington, D.C., February 27, 1959. 
Hon. EMANvEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

Dear Mr. CuarrMan: This is with reference to H.R. 4059, a bill 
to amend title 28 of the United ‘States Code relating to actions for 
infringements of copyrights by the United States, which you intro- 
duced pursuant to the recommendation of this Department and 
which has been referred to your committee. 

This legislation would amend section 1498 of title 28, United States 
Code, to add a new subsection providing that in the event of copyright 
infringement by the United States, the sole remedy of the copyright 
holder would be by action against the United States. 

After this legislation was submitted to the Congress, we were in- 
formed that the Department of State suggested that it might be 
interpreted as subjecting the U.S. Government to suit if it committed 
an act of infringement in a foreign country, and pointed out that the 
same interpretation might apply with respect to the present section 
1498 which relates to actions against the United States for infringe- 
ment of patents. 

There are attached copies of a report which the Department of 
State submitted to the Committee on the Judiciary of the US. 
Senate on June 5, 1958, with respect to a proposal similar to our draft 
legislation. That report fully explored this question and proposed lan- 
guage to avoid liability for claims arising out of infringements of 
patents or copyrights in a foreign country. 
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The Department concurs in the views expressed by the State 
Department and accordingly requests that H.R. 4059 be amended as 
follows: On page 1, lines 5 and 6, strike ‘‘a new subsection ‘(b)’ ” and 
insert in lieu thereof ‘‘new subsections (b) and (c).’”’ On page 3, add 
immediately after line 14 the following: 

“(e) The provisions of this section shall not apply to any claim 
arising in a foreign country.” 

The Bureau of the Budget has advised that it would interpose 
no objection to the submission of this letter to your committee. 

Sincerely yours, 
Freperick H. Mugtier, 
Under Secretary of Commerce. 


DEPARTMENT OF STATE, 
June 5, 1958. 
Hon. James O, Easrianp, 
Chairman, Committee on the Judiciary, 
U.S. Senate. 

Dear Senator Eastianp: H.R. 8419, to amend title 28 of the 
United States Code relating to actions for infringements of copyrights 
by the United States, was passed by the House of Representatives on 
May 19, 1958, on the Consent Calendar, and has been referred to the 
Judiciary Committee of the Senate. 

The principal purpose of this bill is to provide a remedy in the 
Court of Claims or in any district court for the infringement by the 


U.S. Government of any work protected under the copyright laws of 
the United States. 

While the effect of the bill would be primarily domestic in character, 
and therefore not of one concern to this Department, there is one 


aspect of the bill which is related to this Department’s functions, 
As the Department understands the bill, if a work is protected under 
the copyright laws of the United States and is infringed by the United 
States, the copyright owner can sue the U.S. Government in the Court 
of Claims or in any district court for damages. There is no indication 
or suggestion in the bill that such action would not lie if the acts of 
infringement’ by the ‘United States occurred abroad. Thus, if this 
bill were to become law, it might be interpreted as subjecting the U.S, 
Government to suit if it committed an act, for example, in France, 
infringing upon a work of.a French national which, in addition to 
having other copyrights, happened to be protected under the U.S. 
copyright laws as well. The occurrence of such an act is not unlikely 
in view of the numerous projects of this Government abroad in which 
infringements might inadvertently take place. In addition, there is 
an increasing number of foreign works entitled to protection under 
U.S. law pursuant to the provisions of the Universal Copyright Con- 
vention of which the United States is a member. 

While the Department believes that the United States should 
respect the property rights of foreign nationals in their copyrighted 
works and should provide due recompense whenever such rights are 
utilized, it is questionable whether it is desirable to create a remedy 
for infringements of foreign rights in the manner set forth by H.R. 
8419. The Department is unaware of any serious problems relating 
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to actions of the United States abroad infringing copyrights which 
necessitate remedial action of this type. Moreover, the creation 
of a statutory right of suit against the United States for acts com- 
mitted abroad in the form and context of H.R. 8419 would open an 
avenue of legal action which could give rise to further problems in 
related and similar fields. 

For these reasons the Department recommends that H.R. 8419 
be amended to remove the possibility of its being interpreted as 
applying to acts of infringement in foreign countries. This might 
be done by adding a new subsection providing that the remedial 
action may not lie with respect to infringements occurring abroad. 
In this connection it is pertinent that subsection (a) of section 1498 
of title 28 of the United States Code contains a parallel right of suit 
with respect to infringements of patent rights committed by the 
U.S. Government. Since the patent infringement provision contains 
the same ambiguity with respect to infringements occurring abroad, 
it is believed desirable and appropriate that the proposed limiting 
amendment apply to both the patent infringement provision and the 
a a infringement provision. 

o this end the Department recommends that H.R. 8419 be 
amended by adding a new subsection “(c)’’ reading as follows: 

“(c) The provisions of this section shall not apply to any claim 
arising in a foreign country.” 

This recommendation has been discussed with representatives of 
the U.S. Patent Office and of the U.S. Copyright Office, and the 
Department has been advised that there is no objection to this 
amendment to the bill. 


Sincerely yours, 


Wituiam B. Macomser, Jr., 
Assistant Secretary 
(For the Secretary of State). 


Tue LiprarRIan OF CONGRESS, 
Washington, November 25, 1955. 
Hon. EManvet Cruiser, 
House of Representatives, 
House Office Building, Washington, D.C. 

Dear Mr. Cetuer: This will acknowledge receipt of your request, 
dated November 16, 1955, for my views in connection with H.R. 6716, 
a bill to amend title 28, United States Code, relating to actions for 
infringement of copyrights by the United States. 

The bill would amend section 1498 of title 28, United States Code, 
which provides for actions, against the United States for patent 
infringement, by adding a new paragraph designed to provide a right 
of action against the United States in the case of copyright infringe- 
ments. It would give a right of action to an aggrieved copyright 
proprietor in the Court of Claims, any district court, or, if the amount 
were under $1,000, the right to pursue the administrative remedies set 
forth in the Federal Tort Claims Act. The statutoty damage pro- 
visions of the copyright law are made applicable to the infringements. 
The statute of limitations is that made applicable to “civil actions” 
against the Government under section 2401(2) of title 28, United 
States Code (that is, 6 years). In addition, one subsection of the 
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Federal Tort Claims Act is made inapplicable as a defense by the 
Government. 

The matter of relaxing the immunity of the Government from suit 
has been the subject of specific legislative enactments over the years. 
As a result. suits may now be filed against the Government in the 
field of contract, admiralty, torts, and patents. However, in one 
field, legislative action has failed to materialize. There has never 
been specific legislation authorizing actions against the Government 
for copyright infringement. The present bill would remedy this 
long-existing inequity and it would appear as a matter of principle 
to be worthy of favorably consideration by your committee. 

From an administrative viewpoint the enactment of the proposed 
bill would also be welcome. The Library operates a Photoduplica- 
tions Service which receives thousands of requests annually from the 
public for photo reproductions of various works in the Library’s 
collections. While the Service endeavors to respect the copyright law, 
there is always the possibility that legal action may be instituted 
against a Library employee for the accidental and unintentional 
infringement of a copyrighted work. Although this has never ma- 
terialized, the proposed bill would lay a basis for a settlement of any 
such claims which might arise and thus remove the threat of legal 
action against individual employees. 

With regard to the one subsection of the Federal Tort Claims Act 
which is made inapplicable to the Government as a defense, section 
2680(a), title 28, United States Code, excludes from the authorization 
of suit against the Government any claim which is based upon an 
act or omission of a Government employee, exercising due care, in 
the execution of a regulation, whether or not the regulation be valid. 
The Supreme Court in the case of Dalehite v. U.S. (346 U.S. 15 (1953)) 
commented extensively upon the history, purpose, and function of 
such a provision of law. In view of that opinion and the extensive 
consideration heretofore given by the Congress of the problem, it may 
be inadvisable to deprive the Government of the defense envisioned 
by the above section of the Tort Claims Act. 

Sincerely yours, 


L. Quincy Mumrorp, 
Librarian of Congress. 


U.S. GovERNMENT PRINTING Office, 
November 29, 1956. 
Hon. EManvueit CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 


Dear Mr. Cetisr: Reference is made to your letter of November 
17, 1955, requesting an expression of my views on proposed legislation 
re H.R. 6716 to amend title 28 of the United States Code relating to 
actions for infringements of copyrights by the United States. 

We understand that the proposed bill would permit the United 
States to be sued for infringement of copyrights in the Court of Claims 
in the same manner as for infringement of patents. In general, we 
see no difficulty as far as the Government Printing Office is concerned. 
The normal practice of the Government Printing Office is to require 
the consent of the copyright holder prior to printing known copy- 
right articles. 
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A possible exception would be the printing of copyright articles 
in the Congressional Record if quoted by’ a Congressman, as the 
Government Printing Office would not be in a position to know when 
it might print such a copyright article and cause the Government to 
be sued. It is believed, however, that this is a question that may 
have already been considered by your committee. 

Very truly yours, 

RAYMOND BLATTENBERGER, 
Public Printer. 


U.S. Inrormation AGENCY, 
Orrice oF THE DrREcToR, 
Washington, December 13, 1956. 
Hon. EMANUEL CELLER, 
House of Representatives. 

Dear Mr. Crtter: I refer to your letter of November 23, 1955, 
requesting the views of the Agency on H.R. 6716 to amend title 28 
of the United States Code relating to actions for infringement of 
copyrights by the United States, which letter was acknowledged on 
November 30, 1955. 

We are of the view generally that the proposed legislation is sound 
and equitable. The Federal Government should pay for the use of 

roperty of private persons, including copyrights protected under the 
aws of the United States, and should permit itself to be sued for 
unauthorized use of such copyrights. We do, however, have objec- 
tions or reservations regarding certain possible application of the 
legislation. 

As you know, this Agency uses materials from all available sources 
in the overseas information program and frequently must acquire 
copyrights. While the Agency does not knowingly use materials 
without the permission of the copyright owner, it is not always possible 
in this extremely complex field to know the exact status of all out- 
standing rights. When rights protected by the copyright laws of the 
United States are unintentionally infringed through use of materials in 
the program, we believe that an opportunity for recovery of just com- 

ensation should be available to the rights holder, and the proposed 
lowialahign would provide for such recovery in case of infringement of 
statutory copyrights. 

It appears, however, that the proposed legislation does not cover 
infringements of common law property rights i in unpublished works. 
Such rights are recognized in section 2 of title 17 of the United States 
Code. T hey are not expressly protected by the copyright laws and 
accordingly there is considerable question as to whether infringement 
by the Government of an unpublished work would be within the pur- 
view of the proposed legislation. 

While we believe the proposed legislation is equitable and favor its 
enactment in modified form, we are of the opinion that the legislation 
may be too sweeping in its coverage in that it makes the Government 
liable for infringements of copyright “by a contractor, subcontractor, 
or any person or corporation pursuant to a contract with or authoriza- 
tion by the Government.” We believe the liability of the Gov- 
ernment should be limited to infringements directly by the Govern- 
ment since the control of those intangible rights through license 
operations would be most difficult. 
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The copyright owner under the proposed legislation is entitled to 
such damages as the copyright owner may have suffered due to in- 
fringement “in accordance with the procedure and terms, including 
the minimum statutory damages set forth in section 101(b) of title 
17 of the United States Code.” The last sentence of subsection 101(b) 
provides that “‘* * * the foregoing exceptions shall not deprive the 
copyright proprietor of any other remedy given him under this law.” 
Other subsections of the code provide injunctive relief, impounding 
of alleged infringing materials during a suit, and for their subsequent 
destruction. We strongly recommend that the proposed legislation 
clearly make inapplicable any and all of the above remedies against the 
Government and provide only for monetary compensation as damages. 

The proposed legislation is not by its terms limited to infringements 
in the United States. On the other hand, the Federal Tort Claims 
Act, the provision of which are made available for settlement of 
copyright infringement, does not apply to claims arising abroad (as to 
the impracticability of extending the jurisdiction of such type of 
statutes to incidents occurring on foreign soil, see the decision of the 
U.S. Supreme Court in the case of Spelar v. United States, 338 U.S. 
217). We are of the view that the proposed legislation should be 
applicable only to infringements occurring in the United States. 

Finally, the proposed legislation provides a remedy for infringement 
of “any work protected under the copyright laws of the United States.” 
Section 9 of title 17 of the United States Code, as amended, provides 
that the copyright secured by this title shall ‘‘extend” to the work of 
an author or proprietor who is a citizen or subject of a foreign state 
or nation with whom the United States has a treaty or convention, 
including the Universal Copyright Convention. Accordingly, unless 


specifically limited, the legislation may be considered as applicable 
to infringements abroad of materials copyrighted by an alien in any 
country signatory to the Universal Copyright Convention or to any 
other copyright agreement. This Agency is opposed to such applica- 
tion of the legislation. 

Sincerely, 


Axsspott WASHBURN, 
Acting Director, 


DEPARTMENT OF THE Navy, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Washington, D.C., May 23, 1956. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

My Dear Mr. Cuarrman: Your request for the comments of the 
Department of Defense on H.R. 6716, a bill to amend title 28 of the 
United States Code relating to actions for infringements of copyrights 
by the United States, has been assigned to this Department by the 
Secretary of Defense for the preparation of a report thereon expressing 
the views of the Department of Defense. 

H.R. 6716 would waive the sovereign immunity of the United 
States for infringement of copyrights by extending the provisions of 
section 1498, title 28, United States Code, to permit an action in the 
Court of Claims or the U.S. district court for copyright infringements 
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as well as patent infringements. It would further permit the owner 
of a copyright to pursue administrative remedies available under the 
Federal Tort Claims Act (28 U.S.C. 2671-2680), in cases where the 
claim for damages for infringement does not exceed $1,000. 

Inasmuch as employees of the United States acting for the benefit 
of the Government are now personally liable for copyright infringe- 
ment, it appears proper that the Government assume responsibility 
for such acts. Furthermore, it seems illogical to treat copyright 
infringements by the United States differently from patent infringe- 
ments, in view of the common philosophy which sustains copyright 
and patent protection on the part of the Federal Government. 

However, it is believed that any administrative recovery made avail- 
able for copyright or patent infringement should not fall under the 
Federal Tort Claims Act. The Federal Tort Claims Act is the estab- 
lished remedy against the United States for money damages for injury 
or loss of property, or personal injury or death caused by the negligent 
or wrongful act or omission or any employee of the Government while 
acting within the scope of his office or employment. Section 2671 
contains definitions of ‘‘Federal agency” and ‘employee of the Govern- 
ment” which, when read together, indicate that torts of contractors 
and their employees are not included thereunder. ‘The proposed bill, 
however, contemplates liability on the part of the United States for 
copyright infringements “‘by a contractor, subcontractor, or any person 
or corporation pursuant to a contract with or authorization of the 
Government.” The Federal Tort Claims Act has been the subject 
of numerous court opinions and there has been established thereform 
a body of case law which, if applied in the administrative disposition 
of copyright cases, might conflict with the apparent purpose of the 
proposed bill. Rather than trying to adapt the Federal ‘Tort Claims 
Act procedures to copyright claims it would appear preferable to pro- 
vide administrative settlement authority separate and distinct from 
the Federal Tort Claims Act. Further, as in the case of the statute 
permitting purchase of releases for past infringement of patents 
(31 U.S.C. 649b (1954 Supp.)), there should be no monetary limit 
on the administrative settlement authority. Illustrative statutory 
provisions conferring authority to settle administrative patent claims 
are title 35, United States Code, section 91 (1946), title 22, United 
States Code, section 1758(c) (1954 Supp.), and title 35, United States 
Code, section 183 (1952). 

It is believed desirable, in order to parallel the statutory framework 
for patent infringement by the Government, to include in the state- 
ment of applicable statute of limitations a provision tolling the statute 
during the pendency of an administrative claim similar to that in- 
cluded in title 35, United States Code, section 286 (1952) and title 22, 
United States Code, section 1758(e) (1954 Supp.). 

The statute should, as in the case of the patent infringement statute 
(second paragraph, 28 U.S.C. 1498), have a strict clause providing 
that governmental liability for acts done by contractors shall attach 
only to infringing acts done with the authorization or consent of the 
Government. If this is not done, the Government will have no control 
over the acts of contractors which would create governmental liability. 
In addition, the statute should, as in the case of the patent statute 
(fourth sentence, 28 U.S.C. 1498), limit the situations in which a 
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Guvernment employee may sue the Government for copyright 
infringement. 

Finally, the bill should be amended by insertion of the word ‘“‘ex- 
clusive”’ before the word “remedy” in line 2, page 2, of the bill. 
The purpose of this suggestion is to make clear the absence of civil 
or criminal liability on the part of employees who actually carry out 
the infringing acts, and to avoid the problem of Government procure- 
ment being held up by suits for injunction against Government con- 
tractors based on alleged copyright infringement. In this way, the 
bill will parallel existing law (28 U.S.C. 1498) with respect to govern- 
mental infringement of patents. 

Your attention is invited to title 31, United States Code, section 
649b (1954 Supp.), which provides in general that appropriations for 
the military departments available for procurement or manufacture 
of supplies, equipment, and materials shall be available for the pur- 
chase or other acquisition of certain listed rights in the patent, copy- 
right, and technical data fields. If H.R. 6716 becomes law, it should 
be accompanied by an amendment to title 31, United States Code, 
section 649b, so as to insert the words “copyright or’”’ before the words 
“letters patent” at the end of the first sentence of that section. This 
amendment would make funds available for the administrative settle- 
ment of claims for copyright infringement which would complement 
the administrative authority proposed in H.R. 6716. 

The Department of the Navy, on behalf of the Department of 
Defense, recommends the enactment of H.R. 6716 provided it is 
amended to remedy the deficiencies noted above. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of 
the Budget that there would be no objection to the submission of this 
report to the Congress. 

Sincerely yours, 
Ira H. Nunn, 
Rear Admiral, U.S.N., 
Judge Advocate General of the Navy, 
(For the Secretary of the Navy). 


RESOLUTION ADOPTED BY THE AMERICAN BAR ASSOCIATION RE H.R. 6716 
(GOVERNMENT LIABILITY FOR COPYRIGHT INFRINGEMENT) 


The board of governors of the American Bar Association has adopted 
the following resolution on H.R. 6716: 

‘Resolved, That the American Bar Association approves the prin- 
ciple that the Government and agencies should be liable for copyright 
infringement and that copyright proprietors should have an appro- 
priate remedy (or remedies) against the Government and its agencies 
for such infringement on a basis comparable to those available in 
actions against private citizens. 

“Specifically, the association approves H.R. 6716 insofar as it em- 
bodies this principle.” 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed 
in black brackets, and new matter proposed to be added shown in 
italic: 

(28 Unitep States Cope) 


CHAPTER 91.—COURT OF CLAIMS 


* * * * 


(1498. Patent cases.] 
1498. Patent and copyright cases. 
* * ® « 


§ 1498. [Patent cases.] Patent and copyright cases. 


(a) Whenever an invention described in and covered by a patent 
of the United States is used or manufactured by or for the United 
States without license of the owner thereof or lawful right to use or 
manufacture the same, the owner’s remedy shall be by action against 
the United States in the Court of Claims for the recovery of his 
reasonable and entire compensation for such use and manufacture. 

For the purposes of this section, the use or manufacture of an 
invention described in and covered by a patent of the United States 
by a contractor, a subcontractor, or any person, firm, or corporation 
for the Government and with the authorization or consent of the 
Government, shall be construed as use or manufacture for the United 
States. 

The court shall not award compensation under this section if the 
claim is based on the use or manufacture by or for the United States 
of any article owned, leased, used by, or in the possession of the 
United States prior to July 1, 1918. 

A Government employee shall have the right to bring suit against 
the Government under this section except where he was in a position 
to order, influence, or induce use of the invention by the Government. 
This section shall not confer a right of action on any patentee or any 
assignee of such patentee with respect to any invention discovered or 
invented by a person while in the employment or service of the United 
States, where the invention was related to the official functions of the 
employee, in cases in which such functions included research and 
development, or in the making of which Government time, materials 
or facilities were used. 

(b) Hereafter, whenever the copyright in any work protected under the 
copyright laws of the United States shall be infringed by the United 
States, by a corporation owned or eontrolled by the United States, or 
by a contractor, subcontractor, or any person, firm, or corporation acting 
for the Government and with the authorization or consent of the Govern- 
ment, the exclusive remedy of the owner of such copyright shall be by 
action against the United States in the Court of Claims for the recovery 
of his reasonable and entire compensation as damages for such infringe- 
ment, including the minimum statutory damages as set forth in section 
101(b) of title 17, United States Code: Provided, That a Government 
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employee shall have a right of action against the Government under this 
subsection except where he was in a position to order, influence, or induce 
use of the copyrighted work by the Government: Provided, however, That 
this subsection shall not confer a right of action on any copyright owner or 
any assignee of such owner with respect to any copyrighted work prepared 
by a person while in the employment or service of the United States, where 
the copyrighted work was prepared as a part of the official functions of 
the employee, or in the preparation of which Government time, material, 
or facuities were used: And provided further, That before such action 
against the United States has been instituted the appropriate corporation 
owned or controlled by the United States or the head of the appropriate 
department or agency of the Government, as the case may te, 1s authorized 
to enter into an agreement with the copyright owner in full settlement and 
compromise for the damages accruing to him by reason of such infringe- 
ment and to settle the claim administratively out of evailable appropri- 
ations. 

Except as otherwise provided by law, no recovery shall be had for any 
infringement of a copyright covered by this subsection committed more 
than three years prior to the filing of the complaint or counter claim for 
infringement in the action, except that the period between the date of receapt 
of a written claim for compensation by the Department or agency of the 
fovernment or corporation owned or controlled by the United States, 
as the case may be, having authority to settle such claim and the date of 
mailing by the Government of a notice to the claimant that his claim has 
been denied shall not be counted as a part of the three years, unless suit 
is brought before the last-mentioned date. 

(c) The provisions of this section shall not apply to any claim arising 
in a foreign country. 


(10 Unirep States Cope) 


§2386. Copyrights, patents, designs, etc.; acquisition 
Funds appropriated for a military department available for makin 
or procuring supplies may be used to acquire any of the following 1 
the acquisition relates to supplies or processes produced or used by 
or for, or useful to, that department: 
(1) Copyrights, patents. and applications for patents. 
(2) Licenses under copyrights, patents, and applications for 
patents. 
(3) Designs, processes, and manufacturing data. 
(4) Releases, before suit is brought, for past infringement of 
patents or copyrights. O 
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Jury 1, 1959.—Referred to the House Calendar and ordered to be printed 


Mr. Wits, from the Committee on the Judiciary, submitted the 
following 







REPORT 


[To accompany H.R. 4386] 







The Committee on the Judiciary, to whom was referred the bill 
(H.R. 4386) to amend title 18 of the United States Code to make it 
unlawful to destroy, deface, or remove certain boundary markers on 
Indian reservations, and to trespass on Indian reservations to hunt, 
fish, or trap, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 










HISTORY OF LEGISLATION 


An identical bill, H.R. 7240, passed the House on the Consent 
Calendar in the 85th Congress on August 18, 1958. It was then too 
late in the session for the Senate to take action, since Congress re- 
cessed for the year on August 24, 1958. 











PURPOSE 






The purpose of this legislation is to extend the protection of the 
Federal law, which now makes it unlawful to destroy or deface 
Government survey marks, to signs or warnings erected by Indian 
tribes either to mark the boundaries of their reservations or to indicate 
no trespassing on the reservations. In addition the bill makes it 
unlawful to go upon Indian land for the purpose of hunting, trapping, 
or fishing without the consent, in the form of a license or permit for 
which a fee can be charged, by the Indian or tribe concerned. 













STATEMENT 






The problem confronting Indian tribes with sizable reservations is 
that the United States provides no protection against trespassers 
comparable to the protection it gives to Federal property as exempli- 
34006 
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fied by title 18, United States Code, section 1863. Indian property 
owners should have the same protection as other property owners, for 
example, a private hunting club may keep nonmembers off its game 
lands or it may issue a permit for a fee. One who comes on such lands 
without permission may be prosecuted under State law but a non- 
Indian trespasser on an Indian reservation enjoys immunity. This is 
for the reason that Indian tribal law is enforcible against Indians 
only; not against non-Indians. 

State laws are of little aid to the Indians in this matter. While 
non-Indians are subject to State laws when they go on Indian reserva- 
tions, many of the States do not have criminal trespass laws and in 
other States the Indians find it most difficult to comply with the 
requirements of State laws designed to control trespass. Particularly 
is this true in cases of the so-called closed or unallotted Indian reserva- 
tions in States where the State law requires each 25 square acres to 
be closed or posted. For example, South Dakota punishes trespass 
but only on lands fenced with woven wire, farmland, or land posted 
with notice of no hunting or fishing (South Dakota Code 25.0427 
(1951). North Dakota prohibits hunting without the owner’s 
consent but only on lands which are posted and this limited protection 
is weakened by the specification that the game wardens are under 
no obligation to enforce the law (Rev. Code, North Dakota 1943 
§§ 20.0115, 20.0117, and 20.0118). In Wyoming the prohibition ex- 
tends to closed lands only (Wyoming Comp. Stats. (1945) Ann. 47.202). 
These laws were not designed for some of the larger areas enc ompassed 
by Indian reservations. The Indians, therefore, have no protection 
under State law when it cannot. be properly applied. 

Non-Indians are not subject to the jurisdiction of Indian courts and 
cannot be tried in Indian courts on trespass charges. Further, there 
are no Federal laws which can be invoked against trespassers. The 
Assimilative Crimes Act (18 U.S.C. 13, 1152) mentioned in the report 
of February 13, 1958, from the Secretary of the Interior and set out 
later in this report, is of little aid, because the State laws do not give 
the required protection. ‘There is a Federal statute making it an 
offense for a non-Indian to hunt or trap on lands of treaty tribes 
except for subsistence (25 U.S.C. 216). However, as pointed out in 
the report of the Secretary of the Interior, this act does not cover 
fishing, is limited to lands of tribes with treaties, and in effect sanc- 
tions trespass if it is “for subsistence in Indian country.” To this 
might be added the practical fact that some U.S. attorneys hesitate 
to prosecute under this act which dates back to 1834, because of the 
difficulty of proof on the subsistence point and mainly because there 
is a feeling that the 1834 act was designed for the old-time professional 
hunter and trapper, not the weekenders or local rod-and-gun members 
who pose the modern problem. 

H.R. 4386 would supply the gap in existing law. It would give the 
Indians needed protection under Federal law. 


ANALYSIS OF THE BILL 


Section 1 of the bill adds a new section (sec. 1164) to title 18 of 
the United States Code, and in doing so, extends and makes it a 
Federal misdemeanor to willfully destroy, deface, or remove any sign 
erected by an Indian tribe or Government agency (1) to indicate the 
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boundary of Indian land or (2) to give notice that hunting, trapping, or 
fishing is not permitted thereon without lawful authority or permission. 

Section 2 of the bill adds a new section (sec. 1165) to title 18 of 
the United States Code by making it a Federal misdemeanor to will- 
fully go upon Indian land without lawful authority or permission for 
the purpose of hunting, trapping, or fishing. It also provides that 
any fish, game, or peltries in the possession of the offender shall be 
forfeited. 

Section 3 of the bill amends the chapter analysis of chapter 53 of 
title 18 to reflect the titles of the new sections to title 18 as they 
are set out in sections 1 and 2 of the bill. 

Section 4 repeals section 2137 of the Revised Statutes (25 U.S.C. 
216). The enactment of sections 1 and 2 of this bill cover the content 
of section 2137, making it no longer necessary. 


COST 


The instant legislation will require no expenditures on the part of 
the U.S. Government. 


DEPARTMENTAL VIEWS 


There follow reports of the Department of the Interior and the 
Department of Justice with regard to the predecessor bill, H.R. 7240, 
which, as amended by the committee, passed the House on the Con- 
sent Calendar in the 85th Congress. As noted in the report of the 
committee in the 85th Congress (H. Rept 2593, 85th Cong.) the 
Interior Department indicated, subsequent to the letter set out in 


this report, that it had no objection to the provisions of the bill as it 
was then amended. The instant bill is identical to last year’s bill, 
as amended by this committee. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 18, 1958. 
Hon. Emanuet Ce.uer, 
Chairman, Committee on the Judiciary, 
Rouse of Representatives, Washington, D.C. 

Dear Mr. Cretxier: Your committee has requested a report on 
H.R. 7240, a bill to amend title 18 of the United States Code to make 
it unlawful to destroy, deface, or remove certain boundary markers on 
Indian reservations, and to trespass on Indian reservations to hunt, 
fish, or trap. 

We recommend that the bill be enacted if it is amended as suggested 
below. 

The bill would amend sections 1858 and 1863 of chapter 91, entitled 
“Public Lands,” of title 18, United States Code, to include provisions 
applicable to Indian lands. Sections 1853, 1855, and 1856 of chapter 
91 already contain provisions applicable to Indian lands. 

Section 1858 makes willful destruction, defacement, change, or 
removal of Government survey markers a Federal offense. The bill 
would include willful destruction, defacement, or removal of any sign 
or warning erected by an Indian tribe to mark the boundary of its 
reservation. 
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In a great many instances, fish and game are much more plentiful on 
Indian reservations than on adjacent lands, and non-Indian hunters 
and fishermen come onto the reservations to hunt and fish. Indian 
tribes have the right to control or to prohibit hunting and fishing on 
their reservations, and to charge fees for permitting hunting and 
fishing. Sometimes the money derived from hunting and fishing 
permits represents a sizable portion of the tribal income. Many 
tribes, in attempting to control the hunting and fishing activities of 
non-Indians, have erected signs and markers at reservation boundaries 
on roads leading into the reservations. Some tribal representatives 
have complained that the signs, some of which are erected at con- 
siderable expense, have been destroyed, defaced, or removed by non- 
Indians, and they have asked for legislation making such action a 
Federal offense. Such action would normally be a Federal offense 
under the Assimilative Crimes Act (18 U.S.C. 1152, 13). For ex- 
ample, sections 18-7001, 18-7008, and 18-7016 of the Idaho Code, and 
sections 9.83.060 and 9.83.070 of the Revised Code of Washington, 
contain provisions that could be invoked under the Assimilative 
Crimes Act. The laws of these two States are mentioned because 
proposed amendment to section 1858, title 18, United States Code, 
has been requested by Indian tribes from those two States. We 
therefore suggest that subsection (a) of the bill be deleted as un- 
necessary. 

Section 1863 makes entry without lawful authority on national 
forest land while it is closed to the public a Federal offense. The bill 
would include entry, without lawful authority, upon trust or re- 
stricted Indian reservations or allotments for the purpose of hunting, 
trapping, or fishing or for removing game, peltrics, or fish. 

While non-Indians are subject to State laws when they go on 
Indian reservations, many of the States do not have criminal trespass 
laws, and in other States the Indians find it impossible to comply 
with the requirements of State laws designed to control trespass. 
Particularly is this true in cases of the so-called closed or unallotted 
Indian reservations in States where the State law requires each 25 
square acres to be enclosed or posted. Non-Indians are not subject 
to the jurisdiction of Indian courts and cannot be tried in Indian 
courts on trespass charges. The Indians therefore have no protection 
when the State laws cannot be applied. 

Section 8 of the act of June 30, 1834 (4 Stat. 731, 25 U.S.C. 216), 

rovides that every person, other than an Indian, who, within the 
imits of any tribe with which the United States has existing treaties, 
hunts or traps or takes and destroys any peltries, except for subsistence 
in the Indian country, shall be subject to forfeiture of traps, guns, 
and ammunition in his possession and shall be liable to a penalty of 
$500. This provision includes only hunting and trapping, and does 
not cover fishing activities. It is limited in its application to those 
tribes which have “existing treaties” with the United States, and it is 
further limited by the provision “except for subsistence in the Indian 
country.” 

In the experience of the Bureau of Indian Affairs, the act of June 
30, 1834, is too limited to afford to the Indians the protection which 
they need, The Bureau of Indian Affairs has received many requests 
from Indian tribes urging that the Congress enact legislation which 
will afford them protection against trespass, and the proposed amend- 
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ment of section 1863 of title 18, United States Code, will provide that 
protection. We recommend, however , that the language of the pro- 
posed amendment be made more precise by changing “the language 
within the quotation marks on page 2 of the bill to ead as follows: 
“or upon any lands that belong to any Indian or Indian tribe, 
band, or group either are held by the United States in trust 
or are subject to a restriction against alienation imposed by the 
United States, or upon any lands of the United States that are 
reserved for Indian use, for the purpose of hunting, trapping, 
fishing, or for the purpose of removing game, peltries, or fish,” 
The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 
Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


_ Fresruary 14, 1958, 
Hon. EManugen CEuLuer, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

Dear Mr. CuHarrMan: This is in response to your request for the 
views of the Department of Justice concerning the bill (H.R. 7240) 
to amend title 18 of the United States Code to make it unlawful to 
destroy, deface, or remove certain boundary markers on Indian 
reservation, and to trespass on Indian reservations to hunt, fish, or 
trap. 

Section 1858 of title 18, United States Code, declares it to be a 
misdemeanor to willfully destroy, deface, change, or remove Govern- 
ment survey marks. Subsection (a) of the bill would amend this 
section so as to extend its protection to signs or warnings erected by 
Indian tribes to indicate the boundaries of Indian reservations. Since 
signs with respect to Indian reservations are sometimes erected by 
the Department of the Interior, and may possibly hereafter be erected 
by other agencies of the Government, it may be desirable to amend 
the text of the bill by inserting the words “or any Government agency” 
following the words “Indian tribe” on line 6, page 1 of the bill. 

Subsection (b) of the bill would amend section 1863 of title 18, 
relating to trespassing on national-forest lands, by protecting Indian 
reservations or lands against trespassing for the purpose of “hunting, 
trapping, or fishing, or for the removal of game, peltries, or fish.” 
At present, section 216 of title 25, United States Code, prohibits 
non-Indians from hunting and trapping, except for subsistence, 
within the limits of any tribe with whom the United States has exist- 
ing treaties. There is no Federal criminal law prohibiting fishing in 
Indian country by non-Indians. It may be that the enactment of the 
proposed amendment to section 1863 of title 18 dictates the repeal of 
section 216 of title 25. Perhaps the Department of the Interior would 
have a recommendation with respect to this question. In any event, 
to be certain that the words “without lawful authority or permission” 
now contained in section 1863 carry over to the proposed new matter 
to be added to the section, it is suggested that following the word 
“or’’ on line 1 of page 2 there be added the words “whoever, without 
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lawful authority or permission goes.”’ Incidentally, the forfeiture 
provision of the mentioned section 216 could be added to section 1863 
if it is determined advisable to repeal section 216. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
LAWRENCE E. WaAtsa, 
Deputy Attorney General. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Representa- 
tives, there is printed below in roman existing law in which no change 
is proposed by the bill, with matter proposed to be striken out enclosed 
in black brackets, and new matter proposed to be added shown in 


italic: 
TITLE 18, U.S. CODE 


* * * 


CHAPTER 53.—INDIANS 


+. - * * 


1164. Destroying boundary and warning signs. 


1165. Hunting, trapping, or fishing on Indian land. 
+. * ~ * « 
“§ 1164—Destroying boundary and warning signs. 
“Whoever, willfully destroys, defaces or removes any sign erected by 


an Indian tribe, or a government agency, (1) to indicate the boundary 
of an Indian reservation or of any Indian country as defined in § 1151 
of this title or (2) to give notice that hunting, trapping or fishing is not 
permitted thereon without lawful authority or permission, shall be fined 
not more than $250 or imprisoned not more than siz months, or both.” 


“§ 1165—Hunting, trapping, or fishing on Indian land. 

“Whoever, without lawful authority or permission, willfully and know- 
ingly goes upon any land that belongs to any Indian or Indian tribe, 
band, or group and either are held by the United States in trust or are 
subject to a restriction against alienation vmposed by the United States, 
or upon any lands of the United States that are reserved for Indian use, 
for the purpose of hunting, trapping, or fishing, or for the rmeoval of 
game, peltries, or fish, shall be fined not more than $200 or rmprisoned not 
more than 90 days or both, and all game, fish, and peltries in his posses- 
sion, shall be forfeited.” 
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TITLE 25, U.S. CODE 


* * * * * & * 


CHAPTER 6.—GOVERNMENT OF INDIAN CouNTRY AND RESERVATIONS 
* * * a ~ a“ a 


[§ 216. Hunting on Indian lands. 

[Every person, other than an Indian, who, within the limits of any 
tribe with whom the United States has existing treaties, hunts, or 
traps, or takes and destroys any peltries or game, except for subsistence 
in the Indian country, shall forfeit all the traps, guns, and ammunition 
in his possession, used or procured to be used for that purpose, and 
all peltries so taken; and shall be liable in addition to a penalty of 
$500. (R.S. §2137.)] 


* *x * * * x * 


O 








86TH CONGRESS ; HOUSE OF REPRESENTATIVES ° { Report 
1st Session No. 626 





CONSIDERATION OF H.R. 7508 


Juxy 1, 1959.—Referred to the House Calendar and ordered to be printed 


Mr. Deanery, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 310] 


The Committee on Rules, having had under consideration House 
Resolution 310, report the same to the House with the recommenda- 
tion that the resolution do pass. 

O 
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CONSIDERATION OF H.R. 7645 


Juty 1, 1959.—Referred to the House Calendar and ordered to be printed 


Mr. Botting, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 311] 


The Committee on Rules, having had under consideration House 
Resolution 311, report the same to the House with the recommenda- 
tion that the resolution do pass. 

O 
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1st Session No. 628 





DISPOSITION OF SUNDRY PAPERS 


Jury 1, 1959.—Ordered to be printed 


Mr. Tompson of New Jersey, from the Joint Committee on the 
Disposition of Executive Papers, submitted the following 


REPORT 


[Pursuant to 63 Stat. 377] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representatives 
and acting in compliance with the provisions of the act approved July 
7, 1943 (57 Stat. 380), as amended by the act approved July 6, 1945 
(59 Stat. 434) and the act approved June 30, 1949 (63 Stat. 377), 
respectfully reports to the Senate and House of Representatives that 
it has received and examined the report of the Archivist of the United 
States No. 59-13, dated June 24, 1959, to the 86th Congress, Ist 
session, submitting the following lists or schedules covering records 
proposed for disposal by the Government agencies indicated: 











Job No. Agency by which submitted | Job No. Agency by which submitted 
II-NN A-2280... | Genera! Services Administration. II-NNA-3045...| Veterans’ Administration. 
II-NNA-2967_..| Department of the Interior. II-NNA-3046...]| U.S. Atomic Energy Commis- 
LI-NNA-2980...] Department of the Navy. sion. 

II-NNA-2993...} Veterans’ Administration. II-NNA-3047...| Department of State. 
Il-NNA-3036... | Department of State. II-NNA-3048...| Department of the Air Force, 
LI-NN A-3037...| Veterans’ Administration. II-NN A-3049_..| Department of Justice. 

II-N N A-3039._. Do. II-NN A-3050...| Tennessee Valley Authority. 
II-NNA-3040... Do. III-N RD-279...| General Services Administration. 
Il-NNA-3043...| Department of the Air Force. ILI-NRD-283... Do. 

II-NN A-3044... Do 


Your committee reports that the records proposed for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
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that their disposal be accomplished subject to the proviso of section 6 
and the provisions of section 9 of the aforementioned act, as amended. 
Respectfully submitted to the Senate and House of Representatives. 

Frank THomMpsoN, Jr., 
Wituarp 8. Curtin, 

Members on the Part of the House. 
Ouin D. JoHNsTON, 
FRANK CARLSON, 

Members on the Part of the Senate. 


O 
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AUTHORIZING SERVICE BY CANADIAN VESSELS FOR 
CERTAIN ALASKA PORTS 


Juty 1, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany S. 175] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (S. 175) to provide transportation on Canadian 
vessels between ports in southeastern Alaska, and between Hyder, 
Alaska, and other points in southeastern Alaska, and between Hyder, 
Alaska, and other points in the United States outside Alaska, either 
directly or via a foreign port, or for any part of the transportation, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


S. 175 would authorize, until June 30, 1960, unless the Secretary of 
Commerce determines that U.S.-flag service is available for the pur- 
pose, the transportation of passengers on Canadian vessels between 
ports in southeastern Alaska, and the carriage of passengers and 
merchandise between Hyder, Alaska, and points in southeastern 
Alaska or in the United States outside Alaska, either directly or via 
a foreign port. Such authorization would waive the provisions of law 
restricting to vessels of U.S. registry the transportation of passengers 
and merchandise directly or indirectly from any port in the United 
States to another port in the United States. 


NEED FOR LEGISLATION 


This legislation is deemed necessary because southeastern Alaska 
has been without regular passenger service by water since October 
1954, when the Alaska Steamship Co. discontinued its passenger 
service. 
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The tiny village of Hyder, situated at the head of a long inlet known 
as the Portland Canal, has had no regularly scheduled U.S.-flag vessels 
servicing the area for either passengers or cargo since as far back as 
1947. The village is virtually inaccessible except by water, and it has 
to depend on service from Canadian vessels provided under statutory 
exemptions from the coastwise laws for a number of years. 

There has been no change in the situation since the last waiver 
legislation was approved in 1958. 

Accordingly, your committee urges favorable action on the bill to 
permit the continued operation of Canadian vessels in the specified 
areas in southeastern Alaska for another year, unless the Secretary of 
Commerce shall determine in the meantime that U.S.-flag service is 
available. 

DEPARTMENTAL REPORTS 


The departmental reports on H.R. 2921, House companion bill, 

are as follows: 
THe SECRETARY OF COMMERCE, 
Washington, D.C, 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries. 
House of Representatives, Washingtor, D.C. 

Dear Mr. CuarrMan: This letter is in reply to your request of 
January 28, 1959, for the views of this Department with respect to 
H.R. 2921, a bill to provide transportation on Canadian vessels be- 
tween ports in southeastern Alaska, and between Hyder, Alaska, and 
other points in southeastern Alaska, and between Hyder, Alaska, and 
other points in the United States outside Alaska, either directly or via 
a foreign port, or for any part of the transportation. 

The bill provides that until June 30, 1960, notwithstanding the 
statutes restricting to U.S.-flag vessels built in the United States and 
owned by citizens of the United States, the transportation of pas- 
sengers and merchandise from any port in the United States to another 
port of the United States (46 U.S.C. 289, 883), passengers may be 
transported on Canadian vessels between ports in southeastern Alaska, 
and passengers and merchandise may be transported on Canadian 
vessels between Hyder, Alaska, and other ports in southeastern 
Alaska or ports of other States of the United States, either directly or 
via a foreign port, or for any part of the transportation, unless the 
Secretary of Commerce determines that U.S.-flag service is available 
to provide such transportation. 

The Department recommends favorable consideration of the bill. 

Similar legislation was enacted in June 1958 (Public Law 85-473, 
72 Stat. 244), but the waiver therein authorized will expire June 30, 
1959. Legislation of a corresponding nature has been enacted an- 
nually since 1949. 

We do not have official information indicating the extent to which 
Canadian vessels have availed themselves of the waiver of the coast- 
wise law for this area in the past, but it is our understanding that the 
service rendered has been very limited. So far there has been no 
request or offer from a U.S.-flag company to render a service to this 
area. Failure to extend the waiver would — the Alaskan 
localities concerned of needed shipping services 
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This Department does not favor a waiver of the coastwise laws that 
would tend to break down the congressional policy of establishing an 
American merchant marine of citizen-owned vessels serving U.S. 
ports. The law as enacted in 1958 (Public Law 85-473) so limited 
the waiver that, if the Secretary of Commerce determines that U.S.- 
flag service would be available, the waiver would then be terminated. 
This limitation of the waiver is provided in H.R. 2921, and is con- 
sidered by the Department to be of primary importance in recom- 
mending favorable consideration of the bill. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this letter to the committee. 

Sincerely yours, 
FrepericK H. MUELLER, 
Under Secretary of Commerce. 


U.S. DEPARTMENT OF THE INTERIOR 
Orrick OF THE SECRETARY, 
Wash ington, D.C. Api il 20, 1959. 
Hon. Herrert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

Drar Mr. Bonner: This responds to your request for the views of 
this Department on H.R. 2921, a bill to provide transportation on 
Canadian vessels between ports in southeastern Alaska, and between 
Hyder, Alaska, and other points in southeastern Alaska, and between 
Hyder, Alaska, and other points in the United States outside Alaska, 
either directly or via a foreign port, or for any part of the trans- 
portation. 

Because the status of Alaska has been changed from that of Terri- 
tory to that of a State there no longer exists in this Department 
direct responsibility concerning this matter. However, the problem 
concerning adequate water transportation in southeastern Alaska still 
remains. We would favor the enactment of H.R. 2921, subject, of 
course, to the desires of the new State. 

This bill would permit until June 30, 1960, thetransportation 
of passengers and merchandise on Canadian vessels between Hyder, 
Alaska, and other ports in southeastern Alaska, or the continental 
United States either directly or via a foreign port, and the transporta- 
tion of passengers only on Canadian vessels between ports in south- 
eastern Alaska, either directly or via a foreign port. Section 8 of the 
act of June 19, 1886, as amended (46 U.S.C. 289), prohibits the 
transportation of passengers in foreign vessels between ports in the 
United States. Section 27 of the Merchant Marine Act of 1920, as 
amended (46 U.S.C. 883), imposes a similar prohibition upon the 
transportation of merchandise. 

Legislation substantially the same as that embodied in the bill has 
been enacted annually since 1949. The latest statute, which is sub- 
stantially the same as the bill, is Public Law 85-473, 85th Congress, 
2d session, approved June 30, 1958 (72 Stat. 244). It permitted such 
transportation by Canadian vessels until June 30, 1959. 

Such exemption from the provisions of the 1886 and 1920 statutes 
has been particularly necessary since October 6, 1954, when the Alaska 











4 SERVICE BY CANADIAN VESSELS FOR ALASKA PORTS 


Steamship Co. terminated all passenger service to Alaska. The bill 
permits the necessary coastal transportation of passengers by Canadian- 
flag vessels in southeastern Alaska. In our opinion, enactment of this 
legislation is still desirable as long as no domestic carrier provides 
transportation service. 

Enactment of the bill would require no expenditure of funds by the 
United States. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Rocrer Ernst, 
Assistant Secretary of the Interior. 


CHANGES IN EXISTING LAW 


There is no change in existing law. 
D> SD 


O 
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EXTENDING THE PROVISIONS OF TITLE XII OF THE MER- 
CHANT MARINE ACT, 1936, RELATIVE TO WAR RISK 
INSURANCE 


Juty 1, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany S. 1234] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (S. 1234) to extend the provisions of title XII of the 
Merchant Marine Act, 1936, relating to war risk insurance, for an 
additional 5 years, ending September 7, 1965, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF THE BILL 


~ 


The bill would extend, for an additional 5 years, to September 7, 
1965, authority presently given to the Secretary of Commerce under 
title XII, Merchant Marine Act, 1936, as amended (46 U.S.C. 1281 
et seq.), to provide, with the approval of the President, war risk insur- 
ance and certain marine and liability insurance, when commercial 
insurance cannot be obtained on reasonable terms and conditions. 

It is standby legislation, designed to meet emergency needs. In 
the event of war between any of the four powers—United States, 
Great Britain, the U.S.S.R., and France—commercial policies pres- 
ently being issued or in effect would be subject to automatic termina- 
tion clauses, and U.S. vessels and cargoes could not be moved without 
adequate insurance coverage such as existing law now provides, and 
which this bill would extend for an additional 5 years. The automatic 
termination clause in the commercial policies would apply even though 
the United States was not involved in such war. 

Under the war risk and marine insurance provisions now in effect 
and designed under this bill to be extended, the Maritime Adminis- 
tration is authorized to make immediate protection available to U.S.- 
flag vessels, both for the interim period when commercial insurance 
is automatically terminated and for the period when the full wartime 
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insurance program is placed in effect. Such coverage would include 
hull, protection and indemnity, and crew life and personal effects. 

The necessity and effectiveness of the war risk insurance provided 
by the Government was demonstrated in both World Wars | and II. 
The protection afforded to both civilian and military commerce more 
than paid its way financially 

Your committee is convinced of the great desirability of continuing 
in force the existing law and the program and procedures established 
thereunder. 


SUMMARY OF DEPARTMENTAL RECOMMENDATIONS 


The Department of Commerce, at whose request S. 1234 and the 
House companion bill, H.R. 4327, were introduced, urges enactment 
of the bill in order that there may be no break in the arrangements for 
immediate provision of the various types of insurance noted above, 
in event of war or critical emergency. 

Also urging enactment was the Department of the Navy, for the 
Department of Defense. No opposition to enactment has been 
expressed by any Government department or agency. 

The Commerce Department’s statement of purpose and provisions 
of the bill, dated June 29, 1959, and revised as of May 31, 1959, is 

rinted herewith, together with the report of the Department of the 
a and the Civil Service Commission. 


STATEMENT OF THE DEPARTMENT OF COMMERCE AND ManrI- 
TIME ADMINISTRATION BEFORE THE SUBCOMMITTEE ON 
MercHANT MARINE OF THE House ComMMITTEE ON MEr- 
CHANT MARINE AND FISHERIES, ON THE Bix, H.R. 4327 


The bill, H.R. 4327, would extend the life of title XII of 
the Merchant Marine Act, 1936, as amended (46 U.S.C. 
1281, et seq.), for an additional 5 years. Section 1214 of 
the act now provides for expiration of marine war risk insur- 
ance authority September 7, 1960. The Department of 
Commerce submitted this measure in draft form to the 
Congress and recommended enactment thereof. 

The Marine War Risk Insurance Act (title XII, 1936 act), 
which will expire September 7, 1960, is standby legislation 
which authorizes the Secretary of Commerce with the ap- 
proval of the President, to provide war risk and certain 
marine and liability insurance for protection of vessels, 
cargoes, and crews ‘and personal effects, when commercial 
insurance cannot be obtained on reasonable terms and condi- 
tions. At present, as at the time of enactment of the War 
Risk Insurance Act, commercial policies covering maritime 
war risks are issued only subject to automatic termination 
clauses in the event of outbreak of war between any of the 
four powers—United States, France, Great Britain, and the 
Union of Soviet Socialist Republics. Even though the 
United States may not be involved immediately, American 
vessels would be without protection against loss by risks of 
war. Ships and cargoes could not be moved without ade- 
quate insurance coverage. 





WAR RISK INSURANCE 


War risk insurance was provided by the Government in 
both World Wars I and II, and proved both necessary and 
effective in protecting the United States and its civilian and 
military commerce, with premium receipts in excess of losses 
paid. 

Arrangements necessary to have war risk insurance im- 
mediately available when its protection is needed for the 
commerce of the United States are in effect under the Marine 
War Risk Insurance Act. The United States is now prepared 
to put into effect in case of need a full wartime insurance 
program on hulls, cargoes, and personnel. 

General Order 75 (revised) of Maritime Administration, 
published in the Federal Register on Februtry 28, 1957, 
states that the Maritime Administrator is prepared to pro- 
vide hull, protection ar nd indemnity, and crew life and per- 
— ae ts war risk insurance as specified in section 1203 (a), 

(d), (e), and (f) of title XII, except for vessels under con- 
struc tion as specified in section 1203(a), for the interim period 
between the time commercial insurance subject to the ‘‘auto- 
matic termination clauses” is automatically terminated 
through the operation of such clauses and the time a full 
wartime insurance program is placed in effect. 

Binders and extensions of binders outstanding as of May 
31, 1959, were hull, 994; protection and indemnity, 960; 
and crew life and personal effects, 866. Amendment 2 to 
Ge oneral Order 75, published in the Federal Register on 
July 2, 1958, extended the expiration date of interim binders 
to Se pte ee 7, 1959. 

Binder and extension fees (not premiums) have been col- 
rene up to and including May 31, 1959, in a net amount of 

208,658.53, after payment of agency fees and expenses. 
Ge neral Order 82, published in the Federal Register on No- 
vember 1, 1958, establishes title XII war risk hull insurance 
values, pursuant to Public Law 958, 84th Congress, for cer- 
tain self-propelled oceangoing iron and steel vessels. 

Under the authority of section 1203(a) of title XII war 
risk insurance on American vessels under construction in 
shipyards in the United States (which insurance is not avail- 
able in the commercial market), has been furnished. As of 
May 31, 1959, the Maritime Administration was providing 
such insurance on 28 vessels under construction. From the 
inception of this program to May 31, 1959. premiums re- 
ceived have totaled $774,456.36. 

At the request of the Secretary of the Navy, second sea- 
men’s war risk insurance is being provided without premium, 
as authorized under section 1205 of title XII, on tankers 
operated for the account of the Military Sea Transportation 
Service. This arrangement has been in effect continuously 
since January 1, 1954. Under section 1205 the Secretary of 
the Navy has agreed to indemnify the Maritime Administra- 
tor against all losses covered by such insurance. As of today, 
27 tankers are covered under this program. 

The USNS Mission San Francisco was in collision with a 
foreign-flag vessel on March 7, 1957, which resulted in claims 
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for loss of life and personal effects. An estimate of $45,950 
has been retained as reserve for pending claims. Paid ec Jaims 
to date total $33,419.93, including payments in connection 
with the above accident. The USNS Ockleewaha sustained 
damage on December 6,1 1958, caused by an explosion aboard 
an adjoining vessel off Iskenderun, Turkey. ‘The tnvestiga- 
tion with respect to liability under the second seamen’s in- 
surance has not been concluded. Because of the death of a 
crew member, a claim reserve of $5,500 is being maintained. 
Under this program, there remains a net premium saving esti- 
mated at $48,000. 

At the request of the Assistant Secretary of the Navy, the 
Maritime Administrator on October 21, 1958, pursuant to 
section 1205 of title XII, has agreed to furnish, when required 
by the Navy, war risk hull insurance on 12 newly constructed 

supertankers chartered from private owners by the Military 
Sea Transportation Service, covering war risks under condi- 
tions presently underwritten commercially, provided such 
coverage is not available, or available only at a prohibitive 
premium, since under the charter provisions any increase 
over the agreed basic premium = for account of the Military 
Sea Transportation Service. vder this section the Navy 
has agreed to indemnify the derinies Administrator against 
all losses paid under this insurance. ‘l’o date no request to 
provide this coverage has been received. 

At the request of the Secretary of the Army and pursuant 
to sections 1205 and 1206 of title XI, legal liability insurance 
is being provided, without premium, to a maritime contractor 
and its subcontractors, with a limit of $10 million for the 
aggregate of all claims arising from the same event. This 
insurance has been necessary to cover legal liability resulting 
from explosion of ammunition transported, and has been in 
effect continuously since July 1, 1951, when commercial 
insurance in the required amount could not be obtained. The 
arrangement provides for indemnification by the Army for all 
losses paid by the Maritime Administrator. To date no 
claims have been reported. 

Public Law 253, 82d Congress, provides that the Secretary 
of Commerce may transfer to the fund authorized by section 
1208(a) of title XII, not in excess of $10 million from the 
vessel opperations revolving fund created by Public Law 45, 
82d Congress. It has not been necessary for the Secrets iry of 
Commerce to make any transfer of funds under this 
authority. 

To avoid the likelihood of total disorganization of U.S 
oceangoing commerce and the danger of catastrophic failure 
of our shipping in support of our defense forces and activities, 
the War Risk Insurance Act should be extended promptly in 
advance of its termination. 

The Department urges consideration and enactment of the 
bill at the first session of the 86th Congress, in order that there 
will be no hiatus in the continuance of the arrangements for 
immediately furnishing full insurance programs in case of 
breakout of war or critical emergency, and to continue in 
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effect the insurance required under section 1205 and 1206 of 
title XII by the Defense Department and shipyard war risk 
insurance currently in effect, as above stated, under section 


1203(a) of title XII. 


DEPARTMENT OF THE NAvy, 
OFFICE OF THE SECRETARY, 
Washington, D.C., April 24, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

My Dear Mr. Cnatrman: Your request for comment on H.R. 
4327, a bill to extend the provisions of title XII of the Merchant 
Marine Act, 1936, relating to war risk insurance, for an additional 
5 years, ending Septe mber 7, 1965, has been assigned to this Depart- 
ment by the Secretary of Defense for the preparation of a report 
thereon expressing the views of the Department of Defense. 

The purpose of this bill is to extend for 5 years the existing authority 
of the Secretary of Commerce to provide war risk insurance and 
reinsurance. 

Under an administrative agreement between the Department of 
the Navy and the Maritime Administration, the Military Sea Trans- 
portation Service has at various times in recent yeiu'’s taken advantage 
of the Maritime Administration’s authority to provide war risk 
insurance, particularly in connection with the charter of large newly 
constructed tankers on a long-term basis. The availability of this 
coverage is considered important to any long-term chartering program 
even during peacetime, and is essential during a national emergency. 

For the foregoing reason the Department of the Navy on behalf of 
the Department of Defense supports the enactment of H.R. 4327. 

This report has been coordinated within the Department of Defense 
in accordance with proce «dures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the 
Budget that there is no objection to the submission of this report on 
H.R. 4327 to the Congress. 

Sincerely yours, 
Joun S. McCann, Jr., 
Rear Admiral, U.S. Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy). 


U.S. Crvin Srervicr Commission, 
Washington, D.C., June 3, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

Dear Mr. Bonner: This is in further reply to your letter of Febru- 
ary 13, 1959, requesting the views of the Civil Service Commission 
on H.R. 4327, a bill to extend the provisions of title XII of the Mer- 
chant Marine Act, 1936, relating to war risk insurance, for an addi- 
tional 5 years, ending September 7, 1965. 
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The only provision of law affected by this bill which is of adminis- 
trative concern to the Commission is contained in title 46 United 
States Code, section 1289(e), which authorizes the Secretary of Com- 
merce to employ experts in marine insurance without regard to the 
laws, rules, or regulations relating to the employment of employees 
of the United States. The Secretary’s authority to employ experts 
under section 1289(e) expires on September 7, 1960. The bill would 
extend the authority to September 7, 1965. 

The Commission has no objection to the enatement of H.R. 4327. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 

By direction of the Commission: 

Sincerely yours, 
Roasr W. Jonus, Chairman. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
the Senate, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Titte X1J—War Risk Insurance 
(U.S.C. title 46, sec. 1294) 
Src. 1214. The authority of the Secretary to provide insurance and 


reinsurance under the title shall expire [10 years] 14 years from the 
date of enactment of this title. 


O 
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Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany S. 1434] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (S. 1434) to amend title XI of the Merchant Marine 
Act, 1936, as amended, with respect to insurance of ship mortgages, 
and for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


Title XI of the Merchant Marine Act, 1936, as amended, authorizes 
the Secretary of Commerce to insure ship mortgages up to 75 percent, 
or in some special cases 87% percent, of the actual cost of construction, 
reconstruction, or reconditioning of the vessel mortgaged. Under 
existing law, in order to qualify for insurance, the mortgage must be 
placed on the vessel before it is delivered by the shipbuilder. 

Thus, an operator is precluded from buying a ship with available 
cash when the money market is best for cash purchase and mort- 
gaging the same ship later when conditions make borrowing easier or 
cheaper i in connection with the building of the next replacement ship. 

If the first ship bought for cash should later be mortgaged it would, 
of course, be on the basis of its depreciated value. Thus, the Govern- 
ment’s relationship to its security under the guaranteed mortgage 
would in no sense be jeopardized. 


NEED FOR THE LEGISLATION 


The existing so-called private financing law unduly restricts an 
operator in his dealings with the money ‘market so he is forced to 
borrow with respect to each vessel in his replacement program. As 


34006 
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the concept of Government-guaranteed ship mortgages has developed 
in the past few years, the administration has increasingly urged 
dependence upon this form of financing for ship construction needed 
to carry out national policies for an adequate American-flag merchant 
marine. As defects in this new form of financing have been found, 
corrective measures have been proposed. This bill is one of them. 

This bill affords no additional risk for the Government. It would 
simply provide the flexibility necessary to enable a shipowner to 
make the most economical use of his own funds and to select, within 
the limits of his own resources, the most favorable time for private 
borrowing. 

COST OF THE BILL 


This bill will not add to the Government’s cost in providing mort- 
gage insurance for shipbuilding. 


GOVERNMENT POSITION ON THE BILL 


The bill here reported is S. 1434. Departmental reports were 
favorable on H.R. 5919, the House companion bill which was the 
subject of executive communication No. 697 from Treasury, copies 
of which are annexed hereto. The Department of Commerce testified 
in favor of the subject bill. There was no opposition from any source. 

The departmental reports are as follows: 


Tue SECRETARY OF COMMERCE, 
Washington, March 11, 1959. 
Hon. Sam Rayspurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: There are submitted herewith four copies of 
a draft bill, together with a statement of purpose and provisions, to 
amend title XI of the Merchant Marine Act, 1936, as amended, with 
respect to insurance of ahip mortgages. 

The draft bill would authorize a delay in placing a mortgage on a 
newly constructed vessel, if the loan secured by the mortgage is to 
be used to make the downpayment on other vessels to be constructed, 
without depriving the owner of the privilege of obtaining Government 
insurance of the mortgage. Under existing law a vessel mortgage is 
not insurable unless it is placed on the vessel before the vessel is 
delivered by the shipbuilder. Under the draft bill, if the loan is to 
be used for the foregoing purpose and the mortgagor obtains a com- 
mitment before the keel of the vessel to be mortgaged is laid, the 
mortgage would be insurable if placed on the vessel at any time during 
the vessel’s economic life. All restrictions under existing law would 
be applicable in addition to new restrictions which would keep the 
substance of the insurance transaction the same as it is under existing 
law, except that the Government would not be under risk for so long 
a time. 

The draft bill would make it possible for an operator who plans to 
replace a fleet of vessels to pay in full for the first vessel and to mort- 
gage the vessel subsequently (and obtain Government insurance of 
the mortgage) to obtain the downpayment on other vessels, rather 
than mortgaging each new vessel as it is delivered by the shipbuilder 
as he must under existing law if his mortgages are to be insurable. 
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The draft bill would thus enable the operator to arrange his financing 
in a more flexible way, would save him interest, and would reduce the 
period of time during which the Government would be under risk 
with respect to the vessel mortgage. 

We have been advised by the Bureau of the Budget that there would 
be no objection to the submission of this report to the Congress. 

Sincerely yours, 
Louis L. Strauss, 
Secretary of Commerce. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
OrrFice or LEGIsLATIVE LIAISON, 
Washington, D.C., May 15, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, House of 
Representatives, Washington, D.C. 

My Dear Mr. CHarrmMan: Your request for comment on H.R. 
5919, a bill to amend title XI of the Merchant Marine Act, 1936, as 
amended, with respect. to insurance of ship mortgages, and for other 
purposes, has been assigned to this Department by the Secretary of 
Defense for the preparation of a report thereon expressing the views 
of the Department of Defense. 

The proposed legislation would liberalize the granting of ship 
mortgage insurance and would thus appear to encourage ship con- 
struction by increasing the opportunities for obtaining such mortgage 
insurance. As this is of primary interest to the Department of 
Commerce, the Department of the Navy, on behalf of the Department 
of Defense, defers to the views of that Department. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the 
Budget that there is no objection to the submission of this report on 
H.R. 5919 to the Congress. 

Sincerely yours, 
R. L. Kipse, 
Captain, U.S. Navy, 
Deputy Chief of Legislative Liaison 
(For the Secretary of the Navy). 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, April 21, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, House of 
Representatives. 

Dear Mr. CuarrMan: Further reference is made to your letter of 
March 24, 1959, acknowledged on March 25, requesting the comments 
of the General Accounting Office concerning H.R. 5919, 86th Congress, 
Ist session, entitled ‘‘A bill to amend title XI of the Merchant Marine 
Act, 1936, as amended, with respect to insurance of ship mortgages, 
and for other purposes.” 
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The bill would enable a prospective owner to use his own resources 
for financing a new vessel without losing the benefit of mortgage 
insurance later during the 20-year life of the vessel, if the mortgage 
proceeds are to be used to finance the construction of other new 
vessels, or for this purpose and the refinancing of an existing mortgage 
on the original vessel. This arrangement would delay borrowings until 
needed, and could result in a saving in interest and mortgage insurance 
costs, a reduction in the life of the insured mortgage, a better utiliza- 
tion of reserve funds by subsidized operators, and greater flexibility 
in the financing of new ship construction. Furthermore, the condi- 
tions under which the insurance commitment must be exercised appear 
adequate to safeguard the interests of the Government. 

In view of the foregoing, and while we recognize the amendment to 
be a matter of policy for determination by the Congress, we believe 
it is worthy of consideration. 

Sincerely yours, 
JosepH CAMPBELL, 
Comptroller General of the United States. 





Tue GENERAL CoUNSEL OF THE TREASURY, 
Washington, May 15, 1959, 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

My Dear Mr. Cuarrman: Reference is made to your request for 
the views of this Department on H.R. 5919, to amend title XI of the 
Merchant Marine Act, 1936, as amended, with respect to insurance of 
ship mortgages, and for other purposes. 

The bill would amend title XI of the Merchant Marine Act, 1936, 
to permit the prospective owner of a vessel that is to be constructed 
to delay placing a mortgage on the vessel until some time after the 
vessel has been delivered by the shipbuilder, without losing his privi- 
lege of having the mortgage insured by the Secretary of Commerce. 

The proposed legislation is not of primary interest to this Depart- 
ment and the Department has no comment to make with respect to 
its general merits. 

Very truly yours, 
Netson P. Ross, General Counsel. 


CHANGES IN EXISTING LAW 


F’ In compliance with clause 3 of rule XIII of the rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
the Senate, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman). 


Titte XI—FeperAt Sure MortGace [INSURANCE 
(52 Stat. 969-973; 46 U.S.C. 1271-1279) 


Sec. 1102. There is hereby created a Federal Ship Mortgage Insur- 
ance Fund (hereinafter referred to as the “fund’’) which shall be used 
by the Secretary of Commerce as a revolving fund for the purpose of 
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carrying out the provision of this title, and there shall be allocated 
to such fund the sum of $1,000,000 out of funds made available to the 
Secretary of Commerce under the appropriation authorized by 
[section 1109] section 1110 (46 U.S.C. 1279). Moneys in the fund 
shall be deposited in the Treasury of the United States to the credit 
of the fund or invested in bonds or other obligations of, or guaranteed 
as to principal and interest by, the United States. 


* ok as *“ * ~*~ * 
Sec. 1104. (a) * * * 
x * * « * * * 


(2) shall involve an obligation in a principal amount which 
does not exceed 75 per centum of the actual cost of the vessel, 
such actual cost to be determined by the Secretary of Commerce 
prior to the execution of the mortgage and such determination 
to be conclusive for the purpose of determining the principal 
amount of the mortgage: Provided, however, [That in the case 
of a vessel, the size and speed of which are approved by the 
Secretary of Commerce, which is eligible for mortgage aid} That 
in the case of a vessel, the size and speed of which are approved by 
the Secretary of Commerce, and which is, or in the case of a vessel 

be reconstructed or reconditioned would have been, eligible for 
mortgage aid for construction under section 509 of this Act and 
in respect of which the minimum downpayment by the mortgagor 
required by that section would be 12% per centum of the cost of 
such vessel, the obligation may be in an amount which does not 
exceed 87% per centum of such actual cost; or, in the case of 
vessels purchased pursuant to the Merchant Ship Sales Act of 
1946, as amended, for exclusive use on the Great Lakes, involve 
an obligation in a principal amount which does not exceed 
per centum of the net purchase price of such vessels plus 75 per 
centum of the amounts expended for altering, modifying, con- 
verting, and equipping such vessels in excess of that purchase 
price, or 75 per centum of the amount which the Secretary of 
Commerce estimates will be the value of such vessel so purchased 
for exclusive use on the Great Lakes when the reconstruction or 
reconditioning is completed, whichever is the lesser; 

* * * * * * * 


(f) All moneys received under the provisions of [sections 1101- 
1109] sections 1101-1110 (46 U.S.C. 1271-1279) of this title shall be 
deposited in the fund. 


* * * * * + * 


Src. 1106. No provision of this title shall be construed to authorize 
the Secretary of Commerce to insure a mortgage securing any loan or 
advance made prior to the enactment of this title, and no mortgage 
shall be insured for refinancing in whole or in part any existing mort- 
gage indebtedness [except] except as provided in section 1107 or— 

(1) where a substantial portion of the total amount to be 
secured by the new mortgage, not to extend beyond the maturity 
date of the original mortgage, shall be applied to new construc- 
tion, reconditioning or reconstruction of one or more of the 
mortgaged vessels: Provided, however, That the aggregate amount 








._ = sae 
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of all mortgages insured under this paragraph and outstanding at 
any one time shall not exceed $20,000,000, and provided that all 
of the eligibility requirements of section 1104 (46 U.S.C. 1274) 
not inconsistent with this paragraph are eae’ with; 

(2) where the Secretary of Commerce has insured a mortgage 
under the provisions of this title, and the mortgagor thereafter 
makes applicatioa to the mortgagee or another lender for an 
additional loan or advance for reconditioning or reconstructing 
the mortgaged property, the Secretary of Commerce may insure 
a new mortgage not to extend bey ‘ond the maturity date of the 
original mortgage, in the amount of the principal outstanding 
balance of the or riginal mortgage plus the amount of the addition: al 
loan, provided the amount of the additional loan is within the 
limits of paragraph (2) of subsection (a) of section 1104 (46 
U.S.C. 1274) and the new mortgage conforms to the eligibility 
requirements of all the other paragraphs of said subsection (a); 

(3) where the Secretary of Commerce has insured a mortgage 
under the provisions of this title, the Secretary of Commerce may 
insure a new mortgage for the purpose of refunding such mort- 
gage: Provided, That the principal amount of the new mortgage 
shall not exceed the then unpaid principal amount of the original 
mortgage; that the interest rate on the new mortgage shall not be 
higher than the interest rate on the original mortgage; that the 
maturity date of the new mortgage shall not be later than the 
maturity date of the original mortgage; and that the new mort- 
gage shall otherwise conform to the eligibility requirements of 
subsection (a) of section 1104 (46 U.S.C. 1274); or 

(4) the Secretary of Commerce may insure mortgages given to 
finance the purchase of vessels theretofore acquired by the fund 
under the provisions of section 1105 (46 U.S.C. 1275) and to secure 
loans or advances made for reconditioning and reconstruction of 
such vessels. 

Sec. 1107. The Secretary of Commerce is authorized, upon such terms 
as he may prescribe, to make a commitment to the prospective owner of a 
vessel who rs a citizen of the United States, prior to the time when the keel 
of such vessel is laid under a contract which such prospective owner has 
made with the shipbuilder for the construction of the vessel (or if the keel 
of the vessel was laid under such contract prior to the enactment of this 
Act, and the vessel owner or prospective owner has an unexpired commit- 
ment from the Secretary of Commerce to insure a mortgage on the vessel 
issued prior to enactment of this Act under the law then existing, then prior 
to the expire ation of such commitment), to insure the interest on and the 
unpaid balance of the principal of a mortgage or mortgages which such 
prospective owner, as mortgagor, may at any time place on the vessel in 
order to finance the construction, reconstruction, or recondition ing of other 
vessels or both to refinance a mortgage insured by the Secretary of Com- 
merce on the vessel and to finance the construction, reconstruction, or re- 
conditioning of other vessels, subiect to the following conditions— 

(1) the commitment shall not be assignable without the prior 
Wiens approval of the Secretary of Commerce: 

(2) the vessel is not, at the time of insuring the mortgage pursuant 
to the commitment, subiect to a mortgage which has not been insured 
by the Secretary of Commerce: 





INSURANCE OF SHIP MORTGAGES 7 


(3) within a reasonable period prior to, or at the time of, insuring 
the mortgage pursuant to the commitment, the Secre tary of Commerce 
makes the finding required by section 1104(c) of this Act (which 
requires a finding that the mortgaged vessel or the project with respect 
to which the mortgaged vessel is to be operated will be in the opinion 
of the Secretary of Commerce economically sound); 

(4) the mortgage involves a principal obligation which when added 

to the unpaid balance of the principal obligations of prior mortgages 
on the vessel (other than mortgages that are being refinanced by this 
mortgage) will result in a sum which will not, (a) of the vessel was not 
built with the aid of construction differential subsidy and - oe 
uth the requirements of section 509 of this Act exceed (A) if the 
vessel has not bec n reconstructed or reconditioned before such one 
as executed, 874 per centum of all amounts the mortgagor has paid or is 
obligated to pay for the construction (including de signing, inspecting, 
outfitting or equipping) of the vessel, depreciated at the rate of 5 per 
centum per annum from the date the vessel was delivered by the ship- 
builder to the date such mortgage is executed, or (B) if the vessel has 
been reconstructed or reconditioned before such mortgage is executed, 
875 per centum of all amounts the m ortgagor has paid or is obligated to 
pay for the construction (including designing, inspect ting, outfitting 
and equipping) of the vessel, depreciated at the rate of 5 per centum 
per annum from the date the vessel was delivered by the shipbuilder 
to the date of such reconstruction or reconditioning, and depreciated, 
from the date of such reconstruction or reconditioning to the date such 
mortgage is executed on a straight-line basis and on the basis of a 
useful life of the vessel determined jointly by the Secretary of Com- 
merce and the Secretary of the Treasury, plus 87% per centum of all 
amounts the morgagor has paid or is obligated to pay for the recon- 
struction or reconditioning of the vessel (if such reconstruction or 
reconditioning was done without aid of construction subsidy and 
the vessel complies with the requirements of section 509 of this Act; 
otherwise 75 per centum of such amount), depreciated from the date 
of such reconstruction or reconditioning to the date such mortgage 
vs executed, on a straight-line basis and on the basis of a useful life 
of the vessel determined jointly by the Secretary of Commerce and the 
Secretary of the Treasury, and (6) if the vessel was built with the 
aid of construction-differential subsidy, or does not comply with the 
requirements of section 509 of this Act, exceed the amount computed 
under (a) above except that, where (a) above provides for 87' per 
eentum of the construction cost of the vessel, the percentage shall be 
75 pr centum; 

(9) the mortgage has maturity dates which, if the vessel has not 
been reconstructed or reconditioned, do not exceed the remaining 
years of a useful life of the mortgaged vessel of 20 years computed 
from the date the vessel was delivered by the shipbuilder or, if the 
vessel has been reconstructed or reconditioned, do not exceed the 
remaining years of a useful life of the vessel determined jointly by 
the Secretary of the Treasury and the Secretary of Commerce; 

(6) the loan agreement for the making of the loan secured by the 
mortgage, or the mortgage, provides that the underwriter or mortgagee 
uill disburse the loan for one or more of the following purposes: 
(a) to pay one of the components of actual cost of the vessels to be 
constructed, reconstructed, or reconditioned and, if any such payment 
is to reimburse the operator for payments made from his capital 
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reserve fund, to deposit such payment in his capital reserve fund, 
or (b) to pay part of the loan to discharge an existing m ortgage which 
is insured by the ot oe of Commerce on the vessel that is subject 
to the mortgage which is to be insured, or (c) to de posit part or all of 
the loan in the operator’s capital reserve fund, if he is a subsidized 
operator, and in a construction reserve fund, if he is an unsubsidized 
operator; uf any deposit is made in a capital reserve fund, or con- 
struction reserve fund under (c) hereof, such deposit may be 
withdrawn only to pay one of the components of actual cost of the 
vessels that are to be constructed, reconstructed, or reconditioned, or 
if for any reason such payments do not exhaust the deposit, then to 
pay off the loan secured by the mortjage that is to be insured; 

(7) the mortgage complies s with all of the requirements of section 
1104(a) of this Act (which defines an eligible mortgage) except sub- 
division 2 thereof (which specifies the maximum principal amount 
of the mortgage), subdivision 3 thereof (which specifies the maximum 
duration of the mortgage), and subdivision 8 thereof (which specifies 
the purpose of the loan secured by the mortgage); 

(8) the mortgaged vessel shall be in Class A-1 American Bureau 
of Shipping, with all required certificates, including but not limited 
to marine inspection certificates of the United States Coast Guard, 
with all outstanding requirements and recommendations necessary 
for retention of class accomplished, unless the Secretary of Commerce 
permits a deferment of such repairs, and shall be tight, staunch, 
strong and well and sufficiently tackled, apparel: d, furnished and 
equipped, and in every respect seaworthy and in we running 
condition and repair and in all respects fit for service. 

[Sxc. 1107] Sec. 1108. Whoever, for the purpose of obtaining any 
loan or advance of credit from any person, partnership, association, 
or corporation with the intent that such loan or advance of credit 
shall be offered to or accepted by the Secretary of Commerce for 
insurance, or for the purpose of obtaining any extension or renewal 
of any loan, advance of credit, or mortgage insured by the said Secre- 
tary of Commerce, or the acceptance, release, or substitution of any 
security on such a loan, advance of credit, or for the purpose of 
influencing in any way the action of the said Secretary of Commerce 
under this title, makes, passes, utters, or publishes, or causes to be 
made, passed, uttered, or published any statement, knowing the same 
to be felse, or alters, forges, or counterfeits, or causes or procures to 
be altered, forged, or counterfeited, any instrument, paper, or docu- 
ment, or utters, publishes, or passes as true, or causes to be uttered, 
published, or passed as true, any instrument, paper, or document, 
knowing it to have been altered, forged, or counterfeited, or willfully 
overvalues any security, asset, or income, shall be guilty of a mis- 
demeanor and punished as provided under the first paragraph of 
section 806(b) of this Act. 

[Sec. 1108] Sec. 1109. The Secretary of Commerce is authorized 
and directed to make such rules and regulations as may be deemed 
necessary or appropriate to carry out the purposes and provisions of 
this title. 

[Sec. 1109] Sec. 1110. There is hereby authorized to be appro- 
priated the sum of $1,000,000 and such further sums as may be 
necessary to carry out the provisions of this title. 


O 


